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To  make  changes  in  spending  and  revenue  provisions  for  purposes  of  deficit 
reduction  and  program  improvement,  consistent  with  the  budget  process. 


IN  THE  HOUSE  OF  REPRESENTATIVES 

July  31,  1985 

Mr.  RosTENKOWSKi  introduced  the  following  bill;  which  was  referred  to  the 
Committee  on  Ways  and  Means;  and  referred  to  the  Committee  on  Energy 
and  Commerce,  for  a  period  ending  not  later  than  September  11,  1985,  for 
consideration  of  parts  B  and  C  of  title  I 

July  31,  1985 

Reported  and  referred,  for  a  period  ending  not  later  than  September  11,  1985,  to 
the  Committee  on  Education  and  Labor  for  consideration  of  section  505  of 
the  bill  and  to  the  Committee  on  the  Judiciary  for  consideration  of  section 
124  of  the  bill  and  ordered  to  be  printed 

September  11,  1985 
Reported  from  the  Committee  on  Education  and  Labor  with  an  amendment 
[Omit  the  part  struck  through  and  insert  the  part  printed  in  italic] 

September  11,  1985 
Reported  from  the  Committee  on  the  Judiciary  with  an  amendment 
[Omit  the  part  in  brackets  and  insert  the  part  printed  in  boldface  roman] 

September  11,  1985 

Energy  and  Commerce  discharged,  committed  to  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union  and  ordered  to  be  prmted 
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A  BILL 

To  make  changes  in  spending  and  revenue  provisions  for  pur- 
poses of  deficit  reduction  and  program  improvement,  con- 
sistent with  the  budget  process. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE;  TABLE  OF  CONTENTS. 

4  (a)  Shoet  Title. — This  Act  may  be  cited  as  the  "Def- 

5  icit  Keduction  Amendments  of  1985". 

6  (b)  Table  of  Contents. — 

Title  I.  Medicare  program. 

Title  n.  Trade  and  customs  laws  amendments. 

Title  m.  Provisions  relating  to  aid  to  families  with  dependent  children. 
Title  IV.  Provisions  relating  to  railroad  unemployment  repayment  tax  and  unem- 
ployment compensation. 
Title  V.  Revenue  provisions. 

7  TITLE  I— medicare  PROGRAM 

8  SEC.  100.  SHORT  TITLE;  TABLE  OF  CONTENTS  OF  TITLE. 

9  This  title  may  be  cited  as  the  "Medicare  Budget  Recon- 

10  ciliation  Amendments  of  1985". 

11  TABLE  OF  CONTENTS  OF  TITLE 

Part  A — Changes  Relating  Primarily  to  Part  A  of  the  Medicare  Program 
Subpart  1 — Hospital  Payment  Rates 

Sec.  101.  Rate  of  increase  in  payments  for  inpatient  hospital  services. 

Sec.  102.  One-year  extension  of  DRG  transition. 

Sec.  103.  Application  of  revised  hospital  wage  index. 

Sec.  104.  Change  in  formula  for  indirect  teaching  adjustment. 

Sec.  105.  Computation  of  additional  payment  amounts  for  hospitals  serving  a  dis- 
proportionate share  of  low-income  patients. 

Sec.  106.  Treatment  of  certain  rural  osteopathic  hospitals  as  rural  referral  centers. 

Sec.  107.  One-year  prohibition  on  freezing  cost  increases  that  may  be  recognized 
for  direct  medical  education. 

Sec.  108.  Return  on  equity  capital  for  inpatient  hospital  services  and  other  serv- 
ices. 

Sec.  109.  Continuation  of  medicare  reimbursement  waivers  for  certain  hospitals 
subject  to  regional  hospital  reimbursement  demonstrations. 
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Sec.  1 10.  Four-year  test  for  state  waivers  for  certain  states. 

Sec.  111.  Special  rule  for  treatment  of  depreciation  and  capital  indebtedness  for  do- 
nations of  state  property  to  non-profit  corporations. 
Sec.  112.  Report  on  impact  of  outlier  and  transfer  policy  on  rural  hospitals. 
Sec.  113.  Information  on  impact  of  PPS  payments  on  hospitals. 

Subpart  2 — Benefits,  Coverage,  Premiums,  and  Provider  Agreements 

Sec.  121.  Extension  and  payment  for  hospice  care. 

Sec.  122.  Limiting  the  penalty  for  late  enrollment  in  part  A. 

Sec.  123.  Medicare  coverage  of,  and  application  of  hospital  insurance  tax  to,  newly 

hired  State  and  local  government  employees. 
Sec.  124.  Responsibilities  of  medicare  hospitals  in  emergency  cases. 

Part  B — Changes  Relating  to  Parts  A  and  B  of  the  Medicare  Program 

Sec.  131.  Extension  of  working  aged  provisions  to  individuals  over  69. 
Sec.  132.  Provisions  relating  to  health  maintenance  organizations  and  competitive 
medical  plans. 

Sec.  133.  Evaluation  of  preadmission  and  pre-procedure  certification  programs. 
Sec.  134.  Prohibition  of  administrative  merger  of  renal  disease  networks  with  other 
organizations. 

Sec.  135.  Extension  of  certain  medicare  municipal  health  services  demonstration 
projects. 

Sec.  136.  Technical  corrections. 


Part  C — Changes  Relating  Primarily  to  Part  B  of  the  Medicare  Program 

Sec.  141.  Extension  of  physician  fee  freeze  for  non-participating  physicians  and  im- 
provements in  the  participating  physician  program. 

Sec.  142.  Expansion  of  membership  and  duties  of  the  Prospective  Payment  Assess- 
ment Commission  to  include  review  of  payments  for  physicians' 
services. 

Sec.  143.  Part  B  premium. 

Sec.  144.  Determinations  of  inherent  reasonableness  of  charges  and  customary 

charges  for  certain  former  hospital-compensated  physicians. 
Sec.  145.  Occupational  therapy  services. 
Sec.  146.  Payment  for  durable  medical  equipment. 

Sec.  147.  Payment  for  assistants  at  surgery  for  certain  cataract  operations  and 
other  operations. 

Sec.  148.  Limitation  on  medicare  payment  for  post-cataract  surgery  patients. 
Sec.  149.  Demonstration  of  preventive  health  services  under  medicare. 

Part  D — Private  Health  Insurance  Continuation 

Sec.  161.  Temporary  extension  of  coverage  at  group  rates  for  family  members  of 
deceased,  divorced,  or  medicare-eligible  workers. 
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1  PART  A— CHANGES  RELATING  PRIMARILY  TO  PART 

2  A  OF  THE  MEDICARE  PROGRAM 

3  Subpart  1 — Hospital  Payment  Rates 

4  SEC.  101.  RATE  OF  INCREASE  IN  PAYMENTS  FOR  INPATIENT 

5  HOSPITAL  SERVICES. 

6  (a)  Setting  Applicable  Peecentage  at  One  Per- 

7  cent. — The  second  sentence  of  section  1886(b)(3)(B)  of  the 

8  Social  Security  Act  (42  U.S.C.  1395ww(b)(3)(B))  is  amended 

9  to  read  as  follows:  "Notwithstanding  the  previous  sentence 

10  or  subsection  (e),  for  purposes  of  subparagraph  (A)  for  cost 

11  reporting  periods  beginning  during  fiscal  year  1986  and  for 

12  purposes  of  subsection  (d)(3)(A)  for  discharges  occurring 

13  during  that  fiscal  year,  the  applicable  percentage  increase 

14  shall  be  one  percent.". 

15  (b)  Application  to  DRO  Payment  System. — Sec- 

16  tion  1886(d)(3)(A)  of  such  Act  is  amended  by  striking  out 

17  "for  fiscal  year  1985"  and  inserting  in  lieu  thereof  "for  each 

18  of  fiscal  years  1985  and  1986". 

19  (c)  No  Secretarial  Discretion  for  Fiscal  Year 

20  1986.— Section  1886(e)(4)  of  such  Act  is  amended  by  strik- 

21  ing  out  "1986"  and  inserting  in  lieu  thereof  "1987". 

22  SEC.  102.  ONE-YEAR  EXTENSION  OF  ORG  TRANSITION. 

23  (a)  Maintaining  Current  Blend  for  One  Year. — 

24  Section  1886(d)(1)  of  the  Social  Security  Act  (42  U.S.C. 

25  1395ww(d)(l))  is  amended  by  striking  out  "1985"  and 
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1  "1986"  and  inserting  in  lieu  thereof  "1986"  and  "1987", 

2  respectively,  each  place  either  appears. 

3  (b)  Effective  Date. — The  amendments  made  by  sub- 

4  section  (a)  shall  apply  to  cost  reporting  periods,  and  dis- 

5  charges  in  fiscal  years,  beginning  on  or  after  October  1, 

6  1985. 

7  SEC.  103.  APPLICATION  OF  REVISED  HOSPITAL  WAGE  INDEX. 

8  (a)  Application  of  Revised  Index  Peospective- 

9  LY. — (1)  Subsection  (b)  of  section  2316  of  the  Deficit  Reduc- 

10  tion  Act  of  1984  (Public  Law  98-369;  98  Stat.  1081)  is 

11  amended  to  read  as  follows: 

12  "(b)  The  Secretary  shall  adjust  the  payment  amounts  for 

13  hospitals  for  discharges  occurring  during  fiscal  year  1986  to 

14  reflect  the  changes  the  Secretary  has  proposed  (in  the  Feder- 

15  al  Register  on  June  10,  1985)  in  regulations  respecting  the 

16  hospital  wage  index  under  section  1886(d)(3)(E)  of  the  Social 

17  Security  Act,  as  that  proposal  relates  to  the  use  of  total  gross 

18  hospital  wages.  For  discharges  occurring  after  September  30, 

19  1986,  the  Secretary  shall  provide  for  such  periodic  adjust- 

20  ments  in  the  appropriate  wage  index  used  under  that  section 

21  as  may  be  necessary,  taking  into  account  changes  in  the 

22  wage  differences  of  full-time  and  part-time  workers.". 

23  (2)  The  amendment  made  by  paragraph  (1)  shall  be  ef- 

24  fective  as  if  it  had  been  included  m  the  Deficit  Reduction  Act 

25  of  1984. 
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1  (b)  Study  of  Methodology  foe  Aeea  Wage  Ad- 

2  JUSTMENT  FOE  Centeal  Cities. — (1)  The  Secretary  of 

3  Health  and  Human  Services,  in  consultation  with  the  Pro- 

4  spective  Payment  Assessment  Commission,  shall  collect  in- 

5  formation  and  shall  develop  one  or  more  methodologies  to 

6  permit  the  adjustment  of  the  wage  indices  used  for  purposes 

7  of  sections  1886(d)(2)(C)(ii),  1886(d)(2)(H),  and  1886(d)(3)(E) 

8  of  the  Social  Security  Act,  in  order  to  more  accurately  reflect 

9  hospital  labor  markets,  by  takmg  uito  account  variations  m 

10  wages  and  wage-related  costs  between  the  central  city  por- 

11  tion  of  urban  areas  and  other  parts  of  urban  areas. 

12  (2)  The  Secretary  shall  report  to  Congress  on  the  mfor- 

13  mation  collected  and  the  methodologies  developed  under 

14  paragraph  (1)  not  later  than  May  1,  1986.  The  report  shall 

15  include  a  recommendation  as  to  the  feasibility  and  desirability 

16  of  unplementing  such  methodologies. 

17  SEC.  104.  CHANGE  IN  FORMULA  FOR  INDIRECT  TEACHING  AD- 

18  JUSTMENT. 

19  (a)   Substitution   of   New   Foemula. — Section 

20  1886(d)(5)CB)   of  the   Social   Security  Act   (42  U.S.C. 

21  1395ww(d)(5)(B))  is  amended— 

22  (1)  by  inserting  "(i)"  after  "(B)", 

23  (2)  in  the  first  sentence — 
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1  (A)  by  inserting  "for  discharges  occurring 

2  during  fiscal  years  1984  and  1985"  after  "except 

3  that",  and 

4  (B)  by  inserting  before  the  period  at  the  end 

5  the  following:      and  except  that  for  discharges 

6  for  fiscal  years  after  fiscal  year  1985  the  payment 

7  amount  shall  be  determined  by  multipl3dng  (I)  the 

8  sum  of  the  amount  determined  under  paragraph 

9  (l)(A)(ii)(II)  (or,  if  appUcable,  the  amount  deter- 

10  mined  under  paragraph  (l)(A)(iii))  and  the  amount 

11  paid  to  the  hospital  under  subparagraph  (A),  by 

12  (n)  the  indirect  teaching  adjustment  factor  de- 

13  scribed  in  clause  (ii).",  and 

14  (3)  by  adding  at  the  end  the  following  new 

15  clause: 

16  "(ii)  For  purposes  of  clause  (i)(II),  the  indirect  teaching 

17  adjustment  factor  for  discharges  occurring — 

18  "(I)  during  fiscal  years  1986  and  1987,  is  equal 

19  to  2X[(l+r)°  — 1],  where  *r'  is  the  ratio  of  the  hospi- 

20  tal's  full-time  equivalent  interns  and  residents  (includ- 

21  ing  those  assigned  to  outpatient  departments  of  the 

22  hospital)  to  beds  and  '°'  is  .405,  or 

23  "(n)    after    fiscal    year    1987,    is    equal  to 

24  1.5X[(l+r)°  — 1],  where  V  is  the  same  as  'r'  under 

25  subclause  (1)  and     is  .5795.". 
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1  (b)  Adjustment  of  Payment  Amounts. — 

2  (1)  Kestandaedizing  DRG  payment  amounts 

3  TO      EEFLECT      CHANGE      IN      FOEMULA. — Section 

4  1886(d)(2)(C)(i)  of  such  Act  is  amended  by  inserting 

5  "(taking  into  account,  for  discharges  occurring  after 

6  September  30,  1985,  the  amendments  made  by  section 

7  104(a)  of  the  Medicare  Budget  Eeconciliation  Amend- 

8  ments  of  1985)"  after  "medical  education  costs". 

9  (2)  Peoviding  foe  system  savings  feom 

10  CHANGE  IN  FOEMULA. — Subparagraph  (0)  of  section 

11  1886(d)(3)  of  such  Act  is  amended— 

12  (A)  by  inserting  "(i)"  after  "(C)", 

13  (B)  by  inserting  "foe  fiscal  yeae  1985" 

14  after  "neuteality", 

15  (C)  by  striking  out  "The  Secretary"  and  in- 

16  serting  m  lieu  thereof  "For  discharges  occurring 

17  in  fiscal  year  1985,  the  Secretary",  and 

18  (D)  by  adding  at  the  end  the  following  new 

19  clause: 

20  "(ii)  Reducing  foe  savings  feom  amendment 

21  TO   INDIEECT   TEACHING  ADJUSTMENT   FOE  SUBSE- 

22  QUENT   FISCAL   YEAES. — For   discharges  occurring 

23  after  fiscal  year  1985,  the  Secretary  shall  further 

24  reduce  each  of  the  average  standardized  amounts  (in  a 

25  proportion  which  takes  into  account  the  differing  ef- 
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1  fects  of  the  standardization  effected  under  paragraph 

2  (2)(C)(i))  so  as  to  provide  for  a  reduction  in  the  total  of 

3  the  payments  (attributable  to  this  paragraph)  made  for 

4  discharges  occurring  during — 

5  "(i)  each  of  fiscal  years  1986  and  1987,  of 

6  an  amount  equal  to  the  estimated  reduction  in  the 

7  additional   payment   amounts   under  paragraph 

8  (5)(B)  that  would  have  resulted  from  the  enact- 

9  ment  of  the  amendments  made  by  section  104  of 

10  the  Medicare  Budget  Reconciliation  Amendments 

11  of  1985  if  the  factor  described  in  clause  (ii)(II)  of 

12  paragraph  (5)CB)  were  applied  for  each  respective 

13  fiscal  year  instead  of  the  factor  described  in  clause 

14  (ii)(I)  of  that  paragraph,  and 

15  "(ii)  each  fiscal  year  thereafter,  of  an  amount 

16  equal  to  the  estimated  reduction  in  the  additional 

17  payment  amounts  under  paragraph  (4)(B)  for  that 

18  fiscal  year  that  has  resulted  from  the  enactment  of 

19  the  amendments  made  by  section  104  of  the  Med- 

20  icare    Budget    Eeconciliation    Amendments  of 

21  1985.". 

22  (3)    CONFOEMING    AMENDMENT. — ClauSCS  (i)(I) 

23  and  (ii)(D  of  section  1886(d)(3)(D)  of  such  Act  are  each 

24  amended  by  insertuig  "or  reduced"  after  "(B),  and  ad- 

25  justed". 
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1  SEC.  105.  COMPUTATION  OF  ADDITIONAL  PAYMENT  AMOUNTS 

2  FOR  HOSPITALS  SERVING  A  DISPROPORTION- 

3  ATE  SHARE  OF  LOW-INCOME  PATIENTS. 

4  (a)  Requieing  Adjustment. — Section  1886(d)(5)  of 

5  the  Social  Security  Act  (42  U.S. C.  1395ww(d)(5))  is  amend- 

6  ed  by  adding  at  the  end  the  following  new  subparagraph: 

7  "(F)(i)  The  Secretary  shall  provide  under  this  subpara- 

8  graph,  for  discharges  occurring  during  fiscal  years  1986  and 

9  1987,  for  an  additional  payment  amount,  for  discharges  oc- 

10  curring  in  a  cost  reporting  period  of  d  hospital,  for  a  subsec- 

11  tion  (d)  hospital  that  is  located  in  an  urban  area,  that  has  100 

12  or  more  beds,  and  that — 


13  "(J)  serves  a  significantly  disproportionate  number 

14  of  patients  who  have  low  income  (as  defined  in  clause 

15  (iv)(D),  or 

16  "(II)  can  demonstrate  that  its  net  inpatient  care 

17  revenues  (excluding  any  of  such  revenues  attributable 

18  to  this  title  or  State  plans  approved  under  title  XIX) 

19  during  the  cost  reporting  period  for  indigent  care  from 

20  State  and  local  government  sources  exceed  30  percent 

21  of  its  total  of  such  revenues  during  the  period. 

22  "(ii)  The  amount  of  such  payment  for  each  discharge 


23  shall  be  the  amount  determined  under  paragraph  (l)(A)(ii)(II) 

24  (or,  if  appHcable,  the  amount  determined  under  paragraph 

25  (l)(A)(iii))  for  that  discharge  multipHed  by  the  disproportion- 
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1  ate  share  adjustment  percentage  established  under  clause  (iii) 

2  for  the  cost  reporting  period  in  which  the  discharge  occurs. 

3  "(iii)  The  disproportionate  share  adjustment  percentage 

4  for  a  cost  reporting  period — 

5  "(I)  for  a  hospital  described  in  clause  (i)(II)  is 

6  equal  to  16  percent,  and 

7  "(II)  for  other  hospitals  is  equal  to  seven-tenths  of 

8  the  excess  low  income  patient  percentage  (as  defined  in 

9  clause  (iv)(IY))  for  that  period, 

10  but  in  no  case  may  the  percentage  for  any  hospital  for  any 

11  period  exceed  16  percent. 

12  "(iv)  In  this  subparagraph: 

13  "(I)  A  hospital  'serves  a  significantly  dispropor- 

14  tionate  number  of  patients  who  have  low  income'  for  a 

15  cost  reporting  period  if  the  hospital  has  a  low  income 

16  patient  percentage  (as  defined  in  subclause  (II))  for 

17  that  period  which  equals,  or  exceeds,  15  percent. 

18  "(II)  The  term  'low  income  patient  percentage' 

19  means,  with  respect  to  a  cost  reporting  period  of  a  hos- 

20  pital,  the  percentage  of  its  total  number  of  patient  days 

21  of  inpatient  hospital  services  it  provided  during  period 

22  which  are  attributable  to  low  income  patients  (as  de- 

23  fined  in  subclause  (III)). 

24  "(HE)  The  term  'low  income  patient'  means,  with 

25  respect  to  inpatient  hospital  services  provided  to  a  pa- 
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1  tient,  a  patient  who  was,  or  is  determined  to  have 

2  been,  entitled  to  medical  assistance  under  title  XIX 

3  with  respect  to  some  or  all  of  such  services  during  the 

4  hospital  stay,  and  includes  such  an  individual  notwith- 

5  standing  the  fact  that  some  or  all  of  such  services  were 

6  actually  paid  for  under  this  title. 

7  "(IV)  The  term  'excess  low  income  patient  per- 

8  centage'  means,  for  a  cost  reporting  of  a  hospital,  the 

9  hospital's  low  income  patient  percentage  (as  defined  in 

10  subclause  (II))  for  that  period  minus  15  percent.". 

11  (b)  Eestandaedizing  DEG  Payment  Amounts  to 

12  Eeflect  Dispeopoetionate  Shaee  Payments. — Sec- 

13  tion  1886(d)(2)(C)  of  such  Act  is  amended— 

14  (1)  by  striking  out  **and"  at  the  end  of  clause  (ii), 

15  (2)  by  striking  out  the  period  at  the  end  of  clause 

16  (iii)  and  inserting  in  lieu  thereof     and",  and 

17  (3)  by  adding  at  the  end  the  following  new  clause: 

18  "(iv)  for  discharges  occurring  durmg  fiscal 

19  years  1986  and  1987,  excluding  an  estimate  of 

20  the  additional  payments  to  certain  hospitals  to  be 

21  made  under  paragraph  (5)(F).". 

22  SEC.  106.  TREATMENT  OF  CERTAIN  RURAL  OSTEOPATHIC  HOS- 

23  PITALS  AS  RURAL  REFERRAL  CENTERS. 

24  (a)  In  Geneeal.— Section  1886(d)(5)(C)(i)  of  the  Social 

25  Security  Act  (42  U.S.C.  1395ww(d)(5)(C)(i))  is  amended  by 
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1  inserting  before  the  period  at  the  end  of  the  second  sentence 

2  the  following:  ''and  which  shall  not  require  a  rural  osteopath- 

3  ic  hospital  to  have  more  than  3,000  discharges  in  a  year  in 

4  order  to  be  classified  as  a  rural  referral  center". 

5  (b)  Effective  Date. — The  amendment  made  by  sub- 

6  section  (a)  shall  apply  to  cost  reporting  periods  beginning  on 

7  or  after  the  date  of  the  enactment  of  this  Act. 

8  SEC.  107.  ONE-YEAR  PROHIBITION  ON  FREEZING  COST  IN- 

9  CREASES   THAT   MAY   BE   RECOGNIZED  FOR 

10  DIRECT  MEDICAL  EDUCATION. 

11  (a)  Rule. — The  Secretary  of  Health  and  Human  Serv- 

12  ices  may  not  implement  any  regulation  that  would  limit, 

13  under  the  authority  of  section  1861(v)  of  the  Social  Security 

14  Act,  the  costs  that  may  be  recognized  as  reasonable  under 

15  title  XVin  of  that  Act  with  respect  to  the  net  costs  of  ap- 

16  proved  educational  activities  for  a  cost  reporting  period  based 

17  upon  the  net  costs  of  those  activities  for  any  previous  cost 

18  reporting  period. 

19  (b)  Effective  Peeiod. — The  prohibition  of  subsection 

20  (a)  shall  apply  to  the  cost  reporting  periods  beginning  during 

21  the  one-year  period  beginning  on  July  1,  1985. 

22  SEC.  108.  RETURN  ON  EQUITY  CAPITAL  FOR  INPATIENT  HOS- 

23  PITAL  SERVICES  AND  OTHER  SERVICES. 

24  (a)  Inpatient  Hospital  Seevices. — (1)  Section 

25  1861(v)(l)  of  the  Social  Security  Act  (42  U.S.C.  1395x(v)(l)) 
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1  is  amended  by  adding  at  the  end  the  following  new  subpara- 

2  graph: 

3  "(P)  Such  regulations  may  not  provide  for  any  payment, 

4  with  respect  to  the  reasonable  costs  of  inpatient  hospital 

5  services,  for  a  return  on  equity  capital  for  hospitals,". 

6  (2)  Section  1886(g)  of  such  Act  (42  U.S.C.  1395ww(g)) 

7  is  amended — 

8  (A)  by  striking  out  "(1)"  after  ''(g)",  and 

9  (B)  by  striking  out  paragraph  (2). 

10  (b)  Othee  Services.— (1)  Section  1861(v)(l)(P)  of 

11  such  Act,  as  added  by  subsection  (a)(1),  is  amended  by  insert- 

12  uig  "(i)"  after  "(P)"  and  by  adding  at  the  end  the  following 

13  new  clause: 

14  "(ii)  If  such  regulations  provide  for  the  payment  for  a 

15  return  on  equity  capital,  the  rate  of  return  to  be  recognized, 

16  for  determining  the  reasonable  cost  of  services  furnished  in  a 

17  cost  reportmg  period,  shall  be  equal  to  the  average  of  the 

18  rates  of  interest,  for  each  of  the  months  any  part  of  which  is 

19  included  in  the  period,  on  obligations  issued  for  purchase  by 

20  the  Federal  Hospital  Insurance  Trust  Fund.". 

21  (2)  Section  1861(v)(l)(B)  of  such  Act  (42  U.S.C. 

22  1395x(v)(l)CB))  is  amended— 

23  (A)  by  striking  out  "any  fiscal  period"  and  "such 

24  fiscal  period"  and  inserting  in  lieu  thereof  "any  cost 

25  reporting  period"  and  "the  period",  respectively,  and 
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1  (B)  by  striking  out  "not  exceed  one  and  one-half 

2  times"  in  the  second  sentence  and  inserting  in  Heu 

3  thereof  *'be  equal  to". 

4  (c)  Effective  Dates. — (1)  The  amendments  made  by 

5  subsection  (a)  shall  apply  to  payments  made,  on  the  basis  of 

6  reasonable  cost,  for  hospital  cost  reporting  periods  beginning 

7  on  or  after  October  1,  1986.  Costs  attributable  to  a  return  on 

8  equity  capital  shall  not  be  included  in  determining  national 

9  and  regional  adjusted  DKG  prospective  payment  rates  (under 

10  section  1886(d)  of  the  Social  Security  Act)  for  discharges  oc- 

11  curring  on  or  after  October  1,  1986. 

12  (2)  The  amendments  made  by  subsection  (b)  shall  apply 

13  to  cost  reporting  periods  beginning  on  or  after  October  1, 

14  1985. 

15  SEC.  109.  CONTINUATION  OF  MEDICARE  REIMBURSEMENT 

16  WAIVERS  FOR  CERTAIN  HOSPITALS  SUBJECT 

17  TO    REGIONAL    HOSPITAL  REIMBURSEMENT 

18  DEMONSTRATIONS. 

19  For  purposes  of  section  1886(c)  of  the  Social  Security 

20  Act  (including  paragraph  (4)  thereof),  a  hospital  reimburse- 

21  ment  control  system  which,  on  January  1,  1985,  was  carry- 

22  ing  out  a  demonstration  under  a  contract  which  had  been 
28  approved  by  the  Secretary  of  Health  and  Human  Services 

24  under  section  222(a)  of  the  Social  Security  Amendments  of 

25  1972  shall  be  deemed  (as  of  the  date  of  the  enactment  of  this 
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1  Act)  to  meet  the  requirements  of  section  1886(c)(1)(A)  of  the 

2  Social  Security  Act  if  the  system  appKes — 

3  (1)  to  substantially  all  non-Federal  acute  care  hos- 

4  pitals  (as  defined  by  the  Secretary  for  purposes  of  that 

5  section)  in  the  geographic  area  served  by  the  system 

6  on  January  1,  1985;  and 

7  (2)  to  the  review  of  at  least  75  percent — 

8  (A)  of  all  revenues  or  expenses  in  such 

9  geographic  area  for  inpatient  hospital  services, 

10  and 

11  (B)  of  revenues  or  expenses  in  the  geo- 

12  graphic  area  for  inpatient  hospital  services  provid- 

13  ed  under  the  appHcable  State  plan  approved  under 

14  title  XIX  of  the  Social  Security  Act. 

15  SEC.  110.  FOUR- YEAR  TEST  FOR  STATE  WAIVERS  FOR  CER- 

16  TAIN  STATES. 

17  (a)  In  Geneeal. — Section   1886(c)  of  the  Social 

18  Security  Act  (42  U.S.C  1395ww(c))  is  amended  by  adding  at 

19  the  end  the  following  new  paragraph: 

20  "(7)  In  the  case  of  a  State  which  made  a  request  under 

21  paragraph  (5)  before  December  31,  1984,  for  the  approval  of 

22  a  State  hospital  reimbursement  control  system  and  which 

23  request  was  approved — 
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1  "(A)  in  applying  paragraphs  (1)(C)  and  (6),  a 

2  reference  to  a  '36-month  period'  is  deemed  a  reference 

3  to  as  '48-month  period',  and 

4  "(B)  in  order  to  allow  the  State  the  opportunity 

5  to  provide  the  assurances  described  in  paragraph  (1)(C) 

6  for  a  48-month  period,  the  Secretary  may  not  discon- 

7  tinue  payments  under  the  system,  under  the  authority 

8  of  paragraph  (3)(A)  because  the  Secretary  has  reason 

9  to  beheve  that  such  assurances  are  not  being  (or  will 

10  not  be)  met,  before  July  1,  1986.". 

11  (b)  Effective  Date. — The  amendment  made  by  sub- 

12  section  (a)  shall  take  effect  on  the  date  of  the  enactment  of 

13  this  Act. 

14  SEC.  111.  SPECIAL  RULE  FOR  TREATMENT  OF  DEPRECIATION 

15  AND  CAPITAL  INDEBTEDNESS  FOR  DONATIONS 

16  OF  STATE  PROPERTY  TO  NON  PROFIT  CORPO- 

17  RATIONS. 

18  (a)  Geneeal  Rule— Section  1861(v)(l)(0)  of  the 

19  Social  Security  Act  (42  U.S.C  1395x(v)(l)(0))  is  amended— 

20  (1)  by  inserting      except  as  provided  in  clause 

21  (iv),"  in  clause  (i)  after  "such  regulations  shall  pro- 

22  vide",  and 

23  (2)  by  adding  at  the  end  the  following  new  clause: 

24  "(iv)  In  the  case  of  the  transfer  of  a  hospital  or  skilled 

25  nursing  facility  from  ownership  by  a  State  to  ownership  by  a 
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1  non-profit  corporation  without  monetary  consideration,  clause 

2  (i)  shall  be  apphed  without  regard  to  the  acquisition  cost  of 

3  the  hospital  or  facility  to  the  new  owner.". 

4  (b)  Effective  Date. — The  amendments  made  by  sub- 

5  section  (a)  shall  be  applied  as  though  they  were  included  in 

6  the  Deficit  Eeduction  Act  of  1984. 

7  SEC.  112.  REPORT  ON  IMPACT  OF  OUTLIER  AND  TRANSFER 

8  POLICY  ON  RURAL  HOSPITALS. 

9  (a)  Review. — The  Secretary  of  Health  and  Human 

10  Services  shall  review  the  impact  of  policies  respecting  out- 

11  Hers  and  patient  transfers  on  payments  under  section  1886(d) 

12  of  the  Social  Security  Act  to  rural  hospitals  (particularly  on 

13  rural  hospitals  with  less  than  100  beds). 

14  (b)  Repoet. — The  Secretary  shall  report  to  Congress 

15  on  the  findings  of  the  review  not  later  than  May  1,  1986,  and 

16  shall  include  in  the  report  recommendations  on  changes  in 

17  policies  respecting  outliers  and  patient  transfers  to  the  extent 

18  they  adversely  affect  rural  hospitals. 

19  SEC.  113.  INFORMATION  ON  IMPACT  OF  PPS  PAYMENTS  ON 

20  HOSPITALS. 

21  (a)  Disclosure  of  Infoemation. — The  Secretary  of 

22  Health  and  Human  Services  shall  make  available  to  the  Pro- 

23  spective  Payment  Assessment  Commission,  the  Congression- 

24  al  Budget  Office,  and  to  the  Committee  on  Ways  and  Means 

25  of  the  House  of  Representatives  and  the  Committee  on 
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1  Finance  of  the  Senate  the  most  current  information  on  the 

2  payments  being  made  under  section  1886  of  the  Social  Secu- 

3  rity  Act  to  individual  hospitals.  Such  information  shall  be 

4  made  available  in  a  manner  that  permits  examination  of  the 

5  impact  of  such  section  on  hospitals. 

6  (b)  Confidentiality. — Information  disclosed  under 

7  subsection  (a)  shall  be  treated  as  confidential  and  shall  not  be 

8  subject  to  further  disclosure  in  a  manner  that  permits  the 

9  identification  of  individual  hospitals. 

10  Subpart  2 — Benefits,  Coverage,  Premiums,  and  Provider 


11  Agreements 

12  SEC.  121.  EXTENSION  AND  PAYMENT  FOR  HOSPICE  CARE. 

13  (a)  Elimination  of  Sunset. — Section  122(h)(1)  of 

14  the  Tax  Equity  and  Fiscal  Responsibility  Act  of  1982  (P.L. 

15  97-248,  96  Stat.  362),  relating  to  the  end  of  the  effective 

16  date  for  hospice  care,  is  amended — 

17  (1)  in  subparagraph  (A) — 

18  (A)  by  striking  out  ''(h)(1)(A)  Subject  to  sub- 

19  paragraph  (B),  the"  and  inserting  in  lieu  thereof 

20  "(h)(1)  The",  and 

21  (B)  by  striking  out      and  before  October  1, 

22  1986",  and 

23  (2)  by  striking  out  subparagraph  (B). 

24  (b)  Inceease  in  Payment  of  Daily  Rates  for 

25  Hospice  Caee  foe  Fiscal  Yeae  1986. — (1)  Subpara- 
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1  graph  (B)  of  section  1814(i)(l)  of  the  Social  Security  Act  (42 

2  U.S.C.  1395f(i)(l))  is  amended  to  read  as  follows: 

3  "(B)  Notwithstanding  subparagraph  (A)  and  for  hospice 

4  care  furnished  on  or  after  October  1,  1985,  the  daily  rate  of 

5  payment  per  day  for  routine  home  care  shall  be  $63.17  and 

6  the  daily  rate  of  payment  for  other  services  included  in  hos- 

7  pice  care  shall  be  the  daily  rate  of  payment  recognized  under 

8  subparagraph  (A)  as  of  July  1,  1985,  increased  by  $10.". 


9  (2)  Subparagraph  (C)  of  such  section  is  amended  by 

10  strikmg  out  "1985"  and  mserting  in  lieu  thereof  "1986". 

11  SEC.  122.  LIMITING  THE  PENALTY  FOR  LATE  ENROLLMENT  IN 

12  PART  A. 

13  (a)  Limiting  Penalty  to  10  Percent  and  Twice 

14  THE  Peeiod  During  Which  Not  Enrolled. — Section 

15  1818(c)  of  the  Social  Security  Act  (42  U.S.C.  1395i-2(c))  is 

16  amended — 

17  (1)  by  striking  out  "and"  at  the  end  of  paragraph 

18  (5), 

19  (2)  by  striking  out  the  period  at  the  end  of  para- 

20  graph  (6)  and  inserting  in  heu  thereof  ";  and",  and 

21  (3)  by  adding  at  the  end  the  following  new  para- 

22  graph: 

23  "(7)  any  percent  increase  effected  under  section 

24  1839(b)  in  an  individual's  monthly  premium  may  not 

25  exceed  10  percent  and  shall  only  apply  to  premiums 
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1  paid  during  a  period  equal  to  twice  the  number  of 

2  months  in  the  full  12-month  periods  described  in  that 

3  section.". 

4  (b)  Effective  Date. — (1)  The  amendment  made  by 

5  subsection  (a)(3)  shall  apply  to  premiums  paid  for  months  be- 

6  ginning  with  January  1986. 

7  (2)  In  applying  that  amendment,  months  (before,  during, 

8  or  after  January  1986)  in  which  an  individual  was  required  to 

9  pay  a  premium  increased  under  the  section  that  was  so 

10  amended  shall  be  taken  into  account  in  determining  the 

11  month  in  which  the  premium  will  no  longer  be  subject  to  an 

12  increase  under  that  section  as  so  amended. 

13  SEC.  123.  MEDICARE  COVERAGE  OF,  AND  APPLICATION  OF 

14  HOSPITAL  INSURANCE  TAX  TO,  NEWLY  HIRED 

15  STATE  AND  LOCAL  GOVERNMENT  EMPLOYEES. 

16  (a)  Application  of  Hospital  Insurance  Tax  to 

17  Newly  Hieed  Employees   of  State   and  Local 

18  Goveenments. — 

19  (1)  In  geneeal. — Subsection  (u)  of  section  3121 

20  of  the  Internal  Revenue  Code  of  1954  (relating  to  ap- 

21  plication  of  hospital  insurance  tax  to  Federal  employ- 

22  ment)  is  amended  to  read  as  follows: 

23  "(u)  Application  of  Hospital  Insueance  Tax  to 

24  Fedeeal,  State,  and  Local  Employment. — 
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1  "(1)  Fedeeal  employment. — For  purposes  of 

2  the  taxes  imposed  by  sections  3101(b)  and  3111(b), 

3  subsection  (b)  shall  be  applied  without  regard  to  para- 

4  graph  (5)  thereof. 

5  "(2)  State  and  local  employment. — For 

6  purposes  of  the  taxes  imposed  by  sections  3101(b)  and 

7  3111(b)— 

8  "(A)  In  geneeal. — Except  as  provided  in 

9  subparagraphs  (B)  and  (C),  subsection  (b)  shall  be 

10  applied  without  regard  to  paragraph  (7)  thereof. 

11  "(B)    Exception   foe    ceetain  seev- 

12  ices. — Service  shall  not  be  treated  as  employ- 

13  ment  by  reason  of  subparagraph  (A)  if — 

14  "(i)  the  service  is  included  imder  an 

15  agreement  under  section  218  of  the  Social 

16  Security  Act,  or 

17  "(ii)  the  service  is  performed — 

18  "(I)  by  an  individual  who  is  em- 

19  ployed  by  a  State  or  political  subdivi- 

20  sion  thereof  to  reheve  him  from  imem- 

21  ployment, 

22  "(II)  in  a  hospital,  home,  or  other 

23  institution  by  a  patient  or  inmate  there- 

24  of  as  an  employee  of  a  State  or  political 
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1 

subdivision  thereof  or  of  the  District  of 

2 

Columbia, 

3 

''(HI)  by  an  individual,  as  an  em- 

4 

ployee  of  a  State  or  political  subdivision 

5 

thereof  or  of  the  District  of  Columbia, 

6 

serving  on  a  temporary  basis  in  case  of 

7 

fire,  storm,  snow,  earthquake,  flood  or 

8 

other  similar  emergency,  or 

9 

"(lY)  by  any  individual  as  an  em- 

10 

ployee  included  under  section  5351(2)  of 

11 

title  5,  United  States  Code  (relating  to 

12 

certain   interns,    student   nurses,  and 

13 

other  student  employees  of  hospitals  of 

14 

the  District  of  Columbia  Government), 

15 

other  than  as  a  medical  or  dental  intern 

16 

or  a  medical  or  dental  resident  in  train- 

17 

ing. 

18 

As  used  in  this  subparagraph,  the  terms  'State' 

19 

and   'political   subdivision'   have   the  meanings 

20 

given  those  terms  in  section  218(b)  of  the  Social 

21 

Security  Act. 

22 

"(C)  Exception  foe  cureent  employ- 

23 

ment  WHICH  CONTINUES. — Service  performed 

24 

for  an  employer  shall  not  be  treated  as  employ- 

25 

ment  by  reason  of  subparagraph  (A)  if — 
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1  "(i)  such  service  would  be  excluded 

2  from  the  term  'employiiient'  for  purposes  of 

3  this  chapter  if  subparagraph  (A)  did  not 

4  apply; 

5  "(ii)  such  service  is  performed  by  an  in- 

6  dividual — 

7  "(I)  who  was  performing  substan- 

8  tial  and  regular  service  for  remunera- 

9  tion  for  that  employer  before  January  1, 

10  1986, 

11  "(n)  who  is  a  bona  fide  employee 

12  of  that   employer   on  December  31, 

13  1985,  and 

14  "(ill)  whose  employment  relation- 

15  ship  with  that  employer  was  not  en- 

16  tered  into  for  purposes  of  meeting  the 

17  requirements  of  this  subparagraph;  and 

18  "(iii)  the  employment  relationship  with 

19  that  employer  has  not  been  terminated  after 

20  December  31,  1985. 

21  "(D)  Teeatment  of  agencies  and  in- 

22  STEUMENTALITIES. — For  purposcs  of  subpara- 

23  graph  (C),  under  regulations — 

24  **(i)  All  agencies  and  instrumentalities  of 

25  a  State  (as  defined  in  section  218(b)  of  the 
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1  Social  Security  Act)  or  of  the  District  of  Co- 

2  lumbia  shall  be  treated  as  a  single  employer. 

3  "(ii)  All  agencies  and  instrumentalities 

4  of  a  political  subdivision  of  a  State  (as  so  de- 

5  fined)  shall  be  treated  as  a  single  employer 

6  and  shall  not  be  treated  as  described  in 

7  clause  (i). 

8  "(3)  Medicare  qualified  government  em- 

9  PLOYMENT. — For  purposes  of  this  chapter,  the  term 

10  'medicare  qualified  government  employment'  means 

11  service  which — 

12  "(A)  is  employment  (as  defined  in  subsection 

13  (b))  with  the  application  of  paragraphs  (1)  and  (2), 

14  but 

15  "(B)  would  not  be  employment  (as  so  de- 

16  fined)   without   the   application   of   such  para- 

17  graphs." 

18  (2)  Conforming  amendments. — 

19  (A)(i)  Section  3125  of  such  Code  (relating  to 

20  returns  in  the  case  of  governmental  employees  ui 

21  Guam,  American  Samoa,  and  the  District  of  Co- 

22  lumbia)  is  amended  by  redesignating  subsections 

23  (a),  (b),  and  (c)  as  subsections  (b),  (c),  and  (d),  re- 

24  spectively,  and  by  inserting  before  subsection  (b) 

25  (as  so  redesignated)  the  following  new  subsection: 
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1  "(a)  States. — Except  as  otherwise  provided  in  this 

2  section,  in  the  case  of  the  taxes  imposed  by  sections  3101(b) 

3  and  3111(b)  with  respect  to  service  performed  in  the  employ 

4  of  a  State  or  any  poHtical  subdivision  thereof  (or  any  instni- 

5  mentahty  of  any  one  or  more  of  the  foregoing  which  is  wholly 

6  owned  thereby),  the  return  and  payment  of  such  taxes  may 

7  be  made  by  the  head  of  the  agency  or  instrumentality  having 

8  the  control  of  such  service,  or  by  such  agents  as  such  head 

9  may  designate.  The  person  making  such  return  may,  for  con- 

10  venience  of  administration,  make  payments  of  the  tax  im- 

11  posed  under  section  3111  with  respect  to  the  service  of  such 

12  individuals  vdthout  regard  to  the  contribution  and  benefit 

13  base  limitation  in  section  3121(a)(1)." 


14  (ii)  The  section  heading  for  such  section 

15  3125   is   amended  by   inserting  "STATES," 

16  before  "GUAM". 

17  (iii)  The  item  relating  to  section  3125  in  the 

18  table  of  sections  for  subchapter  C  of  chapter  21  of 

19  such  Code  is  amended  by  inserting  "States," 

20  before  "Guam". 

21  (B)  Subsection  (b)  of  section  1402  of  such 

22  Code  is  amended  by  striking  out  "medicare  quaU- 

23  fied  Federal  employment  (as  defined  in  section 

24  3121(u)(2))"  and  inserting  in  lieu  thereof  "medi- 
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1  care  qualified  government  employment  (as  defined 

2  in  section  3121(u)(3))". 

3  (C)  Section  3122  of  such  Code  (relating  to 

4  Federal   service)   is   amended  by   striking  out 

5  "including  service  which  is  medicare  qualified 

6  Federal    employment    (as    defined    in  section 

7  3121(u)(2))"  and  inserting  in  lieu  thereof  "includ- 

8  ing  such  service  which  is  medicare  qualified  gov- 

9  ernment    employment    (as    defined    in  section 

10  3121(u)(3))". 

11  (D)  Subsection  (a)  of  6205  of  such  Code 

12  (relating  to  special  rules  applicable  to  certain  em- 

13  ployment  taxes)  is  amended  by  adding  at  the  end 

14  thereof  the  following  new  paragraph: 

15  ''(5)  States  and  political  subdivisions  as 

16  EMPLOYEE. — For  purposcs  of  this  subsection,  in  the 

17  case  of  remuneration  received  from  a  State  or  any  po- 

18  litical  subdivision  thereof  (or  any  instrumentality  of  any 

19  one  or  more  of  the  foregoing  which  is  wholly  owned 

20  thereby)  during  any  calendar  year,  each  head  of  an 

21  agency  or  instrimientality,  and  each  agent  designated 

22  by  either,  who  makes  a  return  pursuant  to  section 

23  3125  shall  be  deemed  a  separate  employer." 

24  (E)(i)  Section  6413(a)  of  such  Code  (relating 

25  to  adjustment  of  certain  emplojnnent  taxes)  is 
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1  amended  by  adding  at  the  end  thereof  the  foUow- 

2  ing  new  paragraph: 

3  "(5)  States  and  political  subdivisions  as 

4  EMPLOYER. — For  purposes  of  this  subsection,  in  the 

5  case  of  remuneration  received  from  a  State  or  any  po- 

6  htical  subdivision  thereof  (or  any  instrumentahty  of  any 

7  one  or  more  of  the  foregoing  which  is  wholly  owned 

8  thereby)  during  any  calendar  year,  each  head  of  an 

9  agency  or  instrumentality,  and  each  agent  designated 

10  by  either,  who  makes  a  return  pursuant  to  section 

11  3125  shall  be  deemed  a  separate  employer." 

12  (ii)  Section  6413(c)(2)  of  such  Code  (relatmg 

13  to  special  refunds  of  certain  employment  taxes)  is 

14  amended — 

15  (I)     by     strikmg     out  "3125(a)", 

16  "3125(b)",  and  "3125(c)"  in  subparagraphs 

17  (D),  (E),  and  (F),  respectively,  and  inserting 

18  in  lieu  thereof  "3125(b)",  "3125(c)",  and 

19  "3125(d)",  respectively,  and 

20  (n)  by  adding  at  the  end  thereof  the 

21  following  new  subparagraph: 

22  "(G)  Employees  of  states  and  politi- 

23  CAL  SUBDIVISIONS. — In  the  case  of  remuneration 

24  received  from  a  State  or  any  political  subdivision 

25  thereof  (or  any  instrumentality  of  any  one  or  more 
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1  of  the  foregoing  which  is  wholly  owned  thereby) 

2  during  any  calendar  year,  each  head  of  an  agency 

3  or  instrumentality,  and  each  agent  designated  by 

4  either,  who  makes  a  return  pursuant  to  section 

5  3125(a)  shall,  for  purposes  of  this  subsection,  be 

6  deemed  a  separate  employer." 

7  (b)  Entitlement  to  Hospital  Insurance  Bene- 

8  FITS. — 

9  (1)  Revision  of  definition  of  medicare 

10  QUALIFIED    government    EMPLOYMENT. — Section 

11  210(p)  of  the  Social  Security  Act  (42  U.S.C.  410(p))  is 

12  amended  to  read  as  follows: 

13  ''medicare  qualified  government  EMPLOYMENT 

14  "(p)(l)  For  purposes  of  sections  226  and  226A,  the  term 


15  'medicare  qualified  government  employment'  means  any 

16  service  which  would  constitute  'employment'  as  defined  in 

17  subsection  (a)  of  this  section  but  for  the  appHcation  of  the 

18  provisions  of — 


19  "(A)  subsection  (a)(5),  or 

20  "(B)  subsection  (a)(7),  except  as  provided  in  para- 

21  graphs  (2)  and  (3). 

22  "(2)  Service  shall  not  be  treated  as  employment  by 

23  reason  of  paragraph  (1)(B)  if  the  service  is  performed — 

24  "(A)  by  an  individual  who  is  employed  by  a  State 

25  or  political  subdivision  thereof  to  relieve  him  from  un- 

26  employment, 
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1  "(B)  in  a  hospital,  home,  or  other  institution  by  a 

2  patient  or  inmate  thereof  as  an  employee  of  a  State  or 

3  political  subdivision  thereof  or  of  the  District  of  Colum- 

4  bia, 

5  "(C)  by  an  individual,  as  an  employee  of  a  State 

6  or  political  subdivision  thereof  or  of  the  District  of 

7  Columbia,  serving  on  a  temporary  basis  in  case  of  fire, 

8  storm,    snow,    earthquake,    flood    or    other  similar 

9  emergency,  or 

10  "(D)  by  any  individual  as  an  employee  included 

11  under  section  5351(2)  of  title  5,  United  States  Code 

12  (relating  to  certain  interns,  student  nurses,  and  other 

13  student  employees  of  hospitals  of  the  District  of 

14  Columbia  Government),  other  than  as  a  medical  or 

15  dental  intern  or  a  medical  or  dental  resident  in  train- 

16  ing. 

17  As  used  in  this  paragraph,  the  terms  'State'  and  'political 

18  subdivision'  have  the  meanings  given  those  terms  in  section 

19  218(b). 

20  "(3)  Service  performed  for  an  employer  shall  not  be 

21  treated  as  employment  by  reason  of  paragraph  (1)(B)  if — 

22  "(A)  such  service  would  be  excluded  from  the 

23  term  'employment'  for  purposes  of  this  section  if  para- 

24  graph  (1)(B)  did  not  apply; 

25  "(B)  such  service  is  performed  by  an  individual — 
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1  "(i)  who  was  performing  substantial  and  reg- 

2  ular  service  for  remuneration  for  that  employer 

3  before  January  1,  1986, 

4  "(ii)  who  is  a  bona  fide  employee  of  that 

5  employer  on  December  31,  1985,  and 

6  "(iii)  whose  employment  relationship  with 

7  that  employer  was  not  entered  into  for  purposes 

8  of  meeting  the  requirements  of  this  subparagraph; 

9  and 

10  "(C)    the    employment   relationship   with  that 

11  employer  has  not  been  terminated  after  December  31, 

12  1985. 

13  "(4)  For  purposes  of  paragraph  (3),  under  regulations 

14  (consistent   with    regulations    established   under  section 

15  3121(u)(2)(D)  of  the  Internal  Eevenue  Code  of  1954)— 

16  "(A)  all  agencies  and  instrumentahties  of  a  State 

17  (as  defined  in  section  218(b))  or  of  the  District  of 

18  Columbia  shall  be  treated  as  a  single  employer,  and 

19  "(B)  all  agencies  and  uistrumentalities  of  a  politi- 

20  cal  subdivision  of  a  State  (as  so  defined)  shall  be 

21  treated  as  a  single  employer  and  shall  not  be  treated  as 

22  described  in  subparagraph  (A).". 

23  (2)  Entitlement  to  hospital  insurance 

24  benefits. — 
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1  (A)  Foe  individuals  age  65  oe  oldee 

2  AND  FOE  DISABLED  INDIVIDUALS. — Section  226 

3  of  such  Act  (42  U.S.C.  426)  is  amended  by  strik- 

4  ing  out  "medicare  qualified  Federal  employment" 

5  in  subsections  (a)(2)(C)(i)  and  (b)(2)(C)(ii)(D  and  in- 

6  serting  in  lieu  thereof  "medicare  qualified  govern- 

7  ment  employment". 

8  (B)  Foe  individuals  with  end-stage 

9  eenal  disease. — Section  226A(a)  of  such  Act 

10  (42  U.S.C.  426-l)(a))  is  amended  by  striking  out 

11  "medicare  qualified  Federal  employment"  in  para- 

12  graphs  (l)(A)(ii)  and  (l)(B)(iii)  and  inserting  in  lieu 

13  thereof  "medicare  qualified  government  employ- 

14  ment". 

15  (C)  Confoeming  amendments. — 

16  (i)  Section  1811  of  such  Act  (42  U.S.C. 

17  1395c)  is  amended  by  striking  out  "Federal 

18  employment"  in  clauses  (1)  and  (2)  and  in- 

19  serting  in  lieu  thereof  "government  employ- 

20  ment". 

21  (ii)  Section  226(g)  of  such  Act  (42 

22  U.S.C.  426(g))  is  amended  by  striking  out 

23  "medicare   qualified  Federal  employment" 

24  and  inserting  in  lieu  thereof  "medicare  quali- 
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1  fied  government  employment  by  virtue  of 

2  service  described  in  section  210(a)(5)". 

3  (c)  Effective  Dates. — 

4  (1)  Hospital  insueance  taxes. — The  amend- 

5  ments  made  by  subsection  (a)  shall  apply  to  services 

6  performed  after  December  31,  1985. 

7  (2)  Medicaee  coveeage. — 

8  (A)  In  geneeal. — The  amendments  made 

9  by  subsection  (b)  shall  be  effective  after  December 

10  31,  1985,  and  the  amendments  made  by  para- 

11  graph  (3)  of  that  subsection  shall  apply  to  services 

12  performed   (for   medicare   qualified  government 

13  employment)  after  that  date. 

14  (B)   Teeatment   of   ceetain  disabil- 

15  ities. — For  purposes  of  establishing  entitlement 

16  to  hospital  insurance  benefits  under  part  A  of  title 

17  XVin  of  the  Social  Security  Act  pursuant  to  the 

18  amendments  made  by  subsection  (b),  no  individual 

19  may  be  considered  to  be  under  a  disabihty  for  any 

20  period  beginning  before  January  1,  1986. 

21  [SEC.  124.  RESPONSIBILITIES  OF  MEDICARE  HOSPITALS  IN 

22  EMERGENCY  CASES. 

23  [(a)  Requieement  of  Medicaee  Hospital  Peo- 

24  viDEE  Ageeements. — Section  1866(a)(1)  of  the  Social  Se- 

25  curity  Act  (42  U.S.C.  1395cc(a)(l))  is  amended— 
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1  C(l)  by  striking  out  "and"  at  the  end  of  subpara- 

2  graph  (G), 

3  [(2)  by  striking  out  the  period  at  the  end  of  sub- 

4  paragraph  (H)  and  inserting  in  heu  thereof  and", 

5  and 

6  [(3)  by  inserting  after  subparagraph  (H)  the  fol- 

7  lowing  new  subparagraph: 

8  in  the  case  of  a  hospital,  to  comply  with  the 

9  requirements     of    section     1867     to     the  extent 

10  applicable.". 

11  [(b)  Requieements. — Title  XYIH  of  such  Act  is 

12  amended  by  inserting  after  section  1866  the  following  new 

13  section: 

14  ["examination  and  teeatment  foe  emeegency 

15  medical  conditions  and  women  in  active  laboe 

16  ["Sec.  1867.  (a)  Medical  Sceeening  Requiee- 


17  MENT. — In  the  case  of  a  hospital  that  has  a  hospital  emer- 

18  gency  department,  if  any  individual  (whether  or  not  eligible 

19  for  benefits  under  this  title)  comes  to  the  emergency  depart- 

20  ment  and  a  request  is  made  on  the  individual's  behalf  for 

21  examination  or  treatment  for  a  medical  condition,  the  hospital 

22  must  provide  for  an  appropriate  medical  screening  examina- 

23  tion  to  determine  whether  or  not  an  emergency  medical  con- 

24  dition  (within  the  meaning  of  subsection  (e)(1))  exists  or  to 

25  determine  if  the  individual  is  in  active  labor  (within  the  mean- 

26  ing  of  subsection  (e)(2)). 
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1  ["(b)  Necessaey  Stabilizing  Treatment  for 

2  Emergency  Medical  Conditions  and  Active  Labor. — 

3  If  any  individual  (whether  or  not  eligible  for  benefits  under 

4  this  title)  comes  to  the  hospital  and  the  individual  is  deter- 

5  mined  (through  the  screening  described  in  subsection  (a)  or 

6  otherwise)  to  have  an  emergency  medical  condition  or  to  be 

7  in  active  labor,  the  hospital  must  provide  either — 


8  [''(I)  within  the  staff  and  facilities  available  at 

9  the  hospital,  for  such  further  medical  examination  and 

10  such  treatment  as  may  be  required  to  stabilize  the 

11  medical  condition  or  to  provide  for  treatment  of  the 

12  labor,  unless  the  examination  or  treatment  is  refused, 

13  or 

14  ["(2)  for  transfer  of  the  patient  to  another  medi- 

15  cal  facility  in  accordance  with  subsection  (c). 

16  ["(c)  Eestricting  Transfers  Until  Patient 

17  Stabilized. — 

18  [**(1)  Rule. — If  a  patient  at  a  hospital  has  an 

19  emergency  medical  condition  which  has  not  been  stabi- 

20  lized  (within  the  meaning  of  subsection  (e)(4)(B))  or  is 

21  in  active  labor,  the  hospital  may  not  transfer  the 

22  patient  unless — 

23  [''(A)  there  has  been  a  written  determina- 

24  tion  by  a  physician  (within  the  meaning  of  section 

25  1861(r)(l))  that,  based  upon  the  reasonable  risks 
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1  and  benefits  to  the  patient,  and  based  upon  the  in- 

2  formation  available  at  the  time,   the  benefits 

3  obtained  from  the  provision  of  appropriate  medical 

4  treatment  at  another  medical  facility  outweigh  the 

5  increased    risks    to    the    individual's  medical 

6  condition  from  effecting  the  transfer,  and 

7  l"(B)  the  transfer  is  an  appropriate  transfer 

8  (within  the  meaning  of  paragraph  (2))  to  that 

9  facility. 

10  ["(2)  Appropriate  transfer. — An  appropri- 

11  ate  transfer  to  a  medical  facility  is  a  transfer — 

12  [**(A)  m  which  the  receiving  facility — 

13  ["(i)  has  available  space  and  qualified 

14  personnel  for  the  treatment  of  the  patient, 

15  ["(ii)  has  agreed  to  accept  transfer  of 

16  the  patient  and  to  provide  appropriate  medi- 

17  cal  treatment,  and 

18  ["(iii)  is  being  provided  appropriate 

19  medical  records  (or  copies  thereof)  of  the  ex- 

20  amination  and  treatment  effected  at  the 

21  transferring  facility; 

22  ["(B)  in  which  the   transfer  is  effected 

23  through  qualified  personnel  and  transportation 

24  equipment,  including  the  use  of  medically  appro- 
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1  priate  life  support  measures  during  the  transfer; 

2  and 

3  ["(C)  which  meets  such  other  requirements 

4  as  the  Secretary  may  find  necessary  in  the  inter- 

5  est  of  the  health  and  safety  of  patients  trans- 

6  ferred. 

7  ["(d)  Enforcement. — 

8  ["(1)  As  EEQUIEEMENT  OF  MEDICAEE  PROVID- 

9  EE  AGREEMENT. — Failure  of  a  hospital  to  meet  the 

10  requirements  of  this  section  subjects  the  hospital  to  ter- 

11  mination  of  its  medicare  provider  agreement  under  this 

12  title,  in  accordance  with  section  1866(b). 

13  ["(2)  Civil  monetary  penalties. — In  addi- 

14  tion  to  the  other  grounds  for  imposition  of  a  civil 

15  money  penalty  under  section  1128A(a),  a  participating 

16  hospital  that  knovmigly  violates  a  requirement  of  this 

17  section  is  subject,  under  that  section,  to  a  civil  money 

18  penalty  of  not  more  than  $25,000  for  each  such 

19  violation. 

20  ["(3)  Civil  enforcement. — Any  person  or 

21  entity  that  is  adversely  affected  directly  by  a  partici- 

22  pating  hospital's  violation  of  a  requirement  of  this  sec- 

23  tion  may  bring  an  appropriate  action,  in  an  appropriate 

24  court  of  general  jurisdiction  of  the  State  in  which  the 

25  hospital  is  located  or  in  the  appropriate  Federal  district 
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1  court,  for  damages  to  the  person  arising  from  the  viola- 

2  tion  and  for  such  other  equitable  rehef  as  may  be  ap- 

3  propriate  to  remedy  the  violation  or  deter  subsequent 

4  violations. 

5  ["(4)  Criminal  penalties. — 

6  ["(A)  In  geneeal. — A  responsible  physi- 

7  cian  (as  defined  m  subparagraph  (B))  who — 

8  ["(i)  has  professional  responsibilities  for 

9  the  provision  of  a  screening  examination  of  a 

10  patient  m  the  hospital's  emergency  depart- 

11  ment  and  either  (I)  knowingly  fails  to  pro- 

12  vide  for  any  screening  examination  required 
18  under  subsection  (a)  if  the  failure  represents 

14  a  gross  deviation  from  the  prevailmg  local 

15  standards  of  medical  practice,  or  (II)  pro- 

16  vides  for  such  a  screening  examination  which 

17  is  conducted  hi  a  manner  that  is  so  inappro- 

18  priate  as  to  represent  a  gross  deviation  from 

19  the  prevailmg  local  standards  of  medical 

20  practice,  or 

21  ["(ii)  has  professional  responsibilities 

22  for  the  treatment  of  a  patient,  knows  (or  has 

23  reason  to  know)  that  the  patient  has  an 

24  emergency  medical  condition  or  is  in  active 

25  labor,  and  who,  within  the  staff  and  facilities 
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1 

available  at  the  hospital,  either  (I)  knowingly 

2 

fails  to  carry  out  the  individual's  responsibil- 

3 

ities  to  provide  for  treatment  of  the  patient 

4 

under  subsection  (b)  if  the  failure  represents 

5 

a  gross  deviation  from  the  prevailing  local 

6 

standards  of  medical  practice,  or  (II)  pro- 

7 

vides  for  such  treatment  ui  a  manner  that  is 

8 

so  inappropriate  as  to  represent  a  gross 

9 

deviation  from  the  prevailing  local  standards 

10 

of  medical  practice,  or 

11 

[**(iii)  has  professional  responsibilities 

12 

for  the  treatment  of  a  patient,  knows  (or  has 

13 

reason  to  know)  that  either  the  patient  has 

14 

an  emergency  medical  condition  which  has 

15 

not  been  stabilized  or  the  patient  is  in  active 

16 

labor,  and  either — 

17 

["(I)    knowingly    transfers  (or 

18 

orders  the  transfer)  of  the  patient  other 

19 

than  to  another  medical  facility,  or 

20 

["(n)    knowingly    transfers  (or 

21 

orders  the  transfer)  of  the  patient  to  an- 

22 

other  medical  facility,  if  the  physician 

23 

knows  (or  has  reason  to  know)  that  the 

24 

other  facility  does  not  have  space  avail- 
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,1  able  for  the  treatment  of  the  patient  and 

2  has  not  agreed  to  accept  the  patient, 

3  shall  be  fined  not  more  than  $100,000  or  impris- 

4  oned  not  more  than  one  year,  or  both;  except 

5  that,  if,  as  a  direct  result  of  the  violation  of  this 

6  paragraph,  the  patient  dies,  the  physician  shall  be 

7  fined  not  more  than  $250,000  or  imprisoned  not 

8  more  than  five  years,  or  both. 

9  ["(B)  Ee SPONSIBLE  PHYSICIAN  DEFINED. — As 

10  used  m  subparagraph  (A),  the  term  'responsible  physi- 

11  cian'  means,  with  respect  to  a  patient,  a  physician 

12  who — 

13  ["(i)  is  employed  by,  or  under  contract  with, 

14  a  participating  hospital,  and 

15  ["(ii)  acting  as  such  an  employee  or  under 

16  such  a  contract,  has  professional  responsibilities 

17  for  the  provision  of  examinations  or  treatments  for 

18  the  patient  or  transfers  of  the  patient. 

19  ["(e)  Definitions. — In  this  section: 

20  ["(1)  The  term  'emergency  medical  condition' 

21  means  a  medical  condition  manifesting  itself  by  acute 

22  symptoms  of  sufficient  severity  (including  severe  pain) 

23  such  that  the  absence  of  immediate  medical  attention 

24  could  reasonably  be  expected  to  result  in — 
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1  ["(A)  placing  the  patient's  health  in  serious 

2  jeopardy, 

3  E"CB)  serious  impairment  to  bodily  func- 

4  tions,  or 

5  ["(C)   serious   dysfunction  of  any  bodily 

6  organ  or  part. 

7  ["(2)  The  term  'active  labor'  means  labor  at  a 

8  time  at  which — 

9  ["(A)  delivery  is  imminent, 

10  ["(B)  there  is  inadequate  time  to  effect  safe 

11  transfer  to  another  hospital,  or 

12  ["(C)  a  transfer  may  pose  a  threat  of  the 

13  health  and  safety  of  the  patient  or  the  unborn 

14  child. 

15  ["(3)  The  term  'participating  hospital'  means 

16  hospital  that  has  entered  into  a  provider  agreement 

17  under  section  1866  and  has,  under  the  agreement,  obli- 

18  gated  itself  to  comply  with  the  requirements  of  this 

19  section. 

20  ["(4)(A)  The  term  'to  stabilize'  means,  with 

21  respect  to  a  medical  condition,  to  provide  such  medical 

22  treatment  of  the  condition  as  may  be  necessary  to 

23  assure  that  no  material  deterioration  of  the  condition  is 

24  likely  to  result  from  the  transfer  of  the  individual  from 

25  a  facility. 
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1  ["(B)  The  term  'stabilized'  means,  with  respect 

2  to  a  medical  condition,  that  no  material  deterioration  of 

3  the  condition  is  likely  to  result  from  the  transfer  of  the 

4  individual  from  a  facility. 

5  ["(5)  The  term  'transfer'  means  the  movement 

6  (including  the  discharge)  of  a  patient  outside  a  hospi- 

7  tal's  facilities  at  the  direction  of  any  person  employed 

8  by  (or  affiliated  or  associated,  directly  or  indirectly, 

9  with)  the  hospital,  but  does  not  include  such  a  move- 

10  ment  of  a  patient  who  (A)  has  been  declared  dead,  or 

11  (B)  leaves  the  facility  without  the  permission  of  any 

12  such  person. 

13  ["(f)  Peeemption. — The  provisions  of  this  section  do 

14  not  preempt  any  State  or  local  law  requirement  respecting 

15  hospitals,  except  to  the  extent  that  the  requirement  directly 

16  conflicts  with  a  requirement  of  this  section.". 

17  [(c)  Effective  Date. — The  amendments  made  by 

18  this  section  shall  take  effect  on  October  1,  1985.] 

19  SEC.  124.  RESPONSIBILITIES  OF  MEDICARE  HOSPITALS  IN 

20  EMERGENCY  CASES. 

21  (a)  Requirement  of  Medicare  Hospital 

22  Provider  Agreements.— Section  1866(a)(1)  of 

23  the  Social  Security  Act  (42  U.S.C.  1395cc(a)(l))  is 

24  amended — 
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1  (1)  by  striking  out  "and"  at  the  end  of 

2  subparagraph  (G), 

3  (2)  by  striking  out  the  period  at  the  end 

4  of  subparagraph  (H)  and  inserting  in  lieu 

5  thereof    and",  and 

6  (3)  by  inserting  after  subparagraph  (H) 

7  the  following  new  subparagraph: 

8  "(I)  in  the  case  of  a  hospital,  to  comply 

9  with  the  requirements  of  section  1867  to  the 

10  extent  applicable.". 

11  (b)  Requirements.— Title  XVIII  of  such  Act 

12  is  amended  by  inserting  after  section  1866  the  fol- 

13  lowing  new  section: 

14  "EXAMINATION  AND  TREATMENT  FOR  EMERGENCY 

15  MEDICAL  CONDITIONS  AND  WOMEN  IN  ACTIVE 

16  LABOR 

17  "Sec.    1867.    (a)    MEDICAL    SCREENING  RE- 

18  QUIREMENT.— In  the  case  of  a  hospital  that  has  a 

19  hospital  emergency  department,  if  any  individual 

20  (whether  or  not  eligible  for  benefits  under  this 

21  title)  comes  to  the  emergency  department  and  a 

22  request  is  made  on  the  individuars  behalf  for  ex- 

23  amination  or  treatment  for  a  medical  condition, 

24  the  hospital  must  provide  for  an  appropriate  medi- 

25  cal  screening  examination  to  determine  whether 

26  or  not  an  emergency  medical  condition  (within  the 
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1  meaning  of  subsection  (e)(1))  exists  or  to  deter- 

2  mine  if  the  individual  is  in  active  labor  (within  the 

3  meaning  of  subsection  (e)(2)). 

4  "(b)  Necessary  Stabilizing  Treatment  for 

5  Emergency  Medical  Conditions  and  Active 

6  Labor. — If  any  individual  (whether  or  not  eligible 

7  for  benetits  under  this  title)  comes  to  a  hospital 

8  and  the  hospital  determines  that  the  individual 

9  has  an  emergency  medical  condition  or  is  in  active 

10  labor,  the  hospital  must  provide  either — 

11  "(1)  within  the  staff  and  facilities  avail- 

12  able  at  the  hospital,  for  such  further  medical 

13  examination  and  such  treatment  as  may  be 

14  required  to  stabilize  the  medical  condition  or 

15  to  provide  for  treatment  of  the  labor,  unless 

16  the  examination  or  treatment  is  refused,  or 

17  "(2)  for  transfer  of  the  patient  to  another 

18  medical  facility  in  accordance  with  subsec- 

19  tion  (c). 

20  "(c)  Restricting  Transfers  Until  Patient 

21  Stabilized.— 

22  "(1)  Rule. — If  a  patient  at  a  hospital  has 

23  an  emergency  medical  condition  which  has 

24  not  been  stabilized  (within  the  meaning  of 

25  subsection  (e)(4)(B))  or  is  in  active  labor,  the 
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1  hospital    may    not    transfer    the  patient 

2  unless — 

3  "(A)  a  physician  (within  the  meaning 

4  of  section  1861(r)(l))  has  signed  a  certifi- 

5  cation  that,  based  upon  the  reasonable 

6  risks  and  benefits  to  the  patient,  and 

7  based  upon  the  information  available  at 

8  the  time,  the  benefits  reasonably  expect- 

9  ed  from  the  provision  of  appropriate 
10  medical  treatment  at  another  medical  fa- 
ll cility  outweigh  the  increased  risks  to  the 

12  individual's  medical  condition  from  ef- 

13  fecting  the  transfer,  and 

14  "(B)  the  transfer  is  an  appropriate 

15  transfer  (within  the  meaning  of  para- 

16  graph  (2))  to  that  facility. 

17  "(2)  Appropriate  transfer.— An  appro- 
is  priate  transfer  to  a  medical  facility  is  a 

19  transfer — 

20  "(A)  in  which  the  receiving  facility — 

21  "(i)    has    available    space  and 

22  qualified  personnel  for  the  treatment 

23  of  the  patient,  and 
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1  "(ii)  has  agreed  to  accept  trans- 

2  fer  of  the  patient  and  to  provide  ap- 

3  propriate  medical  treatment,  and 

4  "(iii)  is  being  provided  appropri- 

5  ate  medical  records  (or  copies  there- 

6  of)  of  the  examination  and  treatment 

7  effected  at  the  transferring  facility; 

8  "(B)  in  which  the  transferring  hospi- 

9  tal  provides  the  receiving  facility  with  ap- 

10  propriate   medical   records   (or  copies 

11  thereof)  of  the  examination  and  treat- 

12  ment  effected  at  the  transferring  hospi- 

13  tal; 

14  "(C)  in  which  the  transfer  is  effected 

15  through  qualified  personnel  and  trans- 

16  portation  equipment,  including  the  use  of 

17  medically  appropriate  life  support  meas- 

18  ures  during  the  transfer;  and 

19  "(D)  which  meets  such  other  require- 

20  ments  as  the  Secretary  may  find  neces- 

21  sary  in  the  interest  of  the  health  and 

22  safety  of  patients  transferred. 

23  "(d)  Enforcement.— 

24  "(1)  As  REQUIREMENT  OF  MEDICARE  PRO- 

25  VIDER  AGREEMENT.— Failure  of  a  hospital  to 
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1  meet  the  requirements  of  this  section  subjects 

2  the  hospital  to  termination  of  its  medicare 

3  provider  agreement  under  this  title,  in  ac- 

4  cordance  with  section  1866(b). 

5  "(2)  Civil  monetary  penalties.— In  ad- 

6  dition  to  the  other  grounds  for  imposition  of 

7  a  civil  money  penalty  under  section  1128A(a), 

8  a  participating  hospital  that  knowingly  vio- 

9  lates  a  requirement  of  this  section  and  the  re- 

10  sponsible  physician  in  the  hospital  with  re- 

11  spect  to  such  a  violation  are  each  subject, 

12  under  that  section,  to  a  civil  money  penalty 

13  of  not  more  than  $25,000  for  each  such  viola- 

14  tion.  As  used  in  the  previous  sentence,  the 

15  term  ^responsible  physician'  means,  with  re- 

16  spect  to  a  hospital's  violation  of  a  require- 

17  ment  of  this  section,  a  physician  who — 

18  "(A)  is  employed  by,  or  under  con- 

19  tract  with,  the  participating  hospital,  and 

20  "(B)  acting  as  such  an  employee  or 

21  under  such  a  contract,  has  professional 

22  responsibility  for  the  provision  of  exami- 

23  nations  or  treatments  for  the  individual, 

24  or  transfers  of  the  individual,  with  re- 

25  spect  to  which  the  violation  occurred. 
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1  "(3)  Civil  enforcement.— Any  individ- 

2  ual  who  suffers  personal  harm  and  any  medi- 

3  cal  facility  which  suffers  a  tinancial  loss  as  a 

4  direct  result  of  a  participating  hospital's  vio- 

5  lation  of  a  requirement  of  this  section  may, 

6  in  a  civil  action  against  the  participating  hos- 

7  pital,  obtain  damages  and  other  appropriate 

8  relief.  No  action  may  be  brought  under  this 

9  paragraph  more  than  two  years  after  the  date 

10  of  the  violation  with  respect  to  which  the 

11  action  is  brought. 

12  "(e)  Definitions.— In  this  section: 

13  "(1)  The  term  *emergency  medical  condi- 

14  tion'  means  a  medical  condition  manifesting 

15  itself  by  acute  symptoms  of  sufficient  severity 

16  (including  severe  pain)  such  that  the  absence 

17  of  immediate  medical  attention  could  reason- 

18  ably  be  expected  to  result  in — 

19  "(A)  placing  the  patient's  health  in 

20  serious  jeopardy, 

21  "(B)  serious  impairment  to  bodily 

22  functions,  or 

23  "(C)    serious    dysfunction    of  any 

24  bodily  organ  or  part. 
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1  "(2)  The  term  ^active  labor'  means  labor 

2  at  a  time  at  which — 

3  "(A)  delivery  is  imminent, 

4  "(B)  there  is  inadequate  time  to 

5  effect  safe  transfer  to  another  hospital, 

6  or 

7  "(C)  a  transfer  may  pose  a  threat  of 

8  the  health  and  safety  of  the  patient  or 

9  the  unborn  child. 

10  "(3)   The  term  ^participating  hospital' 

11  means  hospital  that  has  entered  into  a  pro- 

12  vider  agreement  under  section  1866  and  has, 

13  under   the   agreement,   obligated   itself  to 

14  comply  with  the  requirements  of  this  section. 

15  "(4)(A)  The  term  *to  stabilize'  means, 

16  with  respect  to  a  medical  condition,  to  pro- 

17  vide  such  medical  treatment  of  the  condition 

18  as  may  be  necessary  to  assure  that  no  materi- 

19  al  deterioration  of  the  condition  is  likely  to 

20  result  from  the  transfer  of  the  individual 

21  from  a  facility. 

22  "(B)  The  term  'stabilized'  means,  with  re- 

23  spect  to  a  medical  condition,  that  no  material 

24  deterioration  of  the  condition  is  likely  to 
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1  result  from  the  transfer  of  the  individual 

2  from  a  facility. 

3  "(5)  The  term  ^transfer*  means  the  move- 

4  ment  (including  the  discharge)  of  a  patient 

5  outside  a  hospital's  facilities  at  the  direction 

6  of  any  person  employed  by  (or  afHliated  or 

7  associated,  directly  or  indirectly,  with)  the 

8  hospital,  but  does  not  include  such  a  move- 

9  ment  of  a  patient  who  (A)  has  been  declared 

10  dead,  or  (B)  leaves  the  facility  without  the 

11  permission  of  any  such  person. 

12  "(f)  Preemption.— The  provisions  of  this  sec- 

13  tion  do  not  preempt  any  State  or  local  law  require- 

14  ment  respecting  hospitals,  except  to  the  extent 

15  that  the  requirement  directly  conflicts  with  a  re- 

16  quirement  of  this  section.". 

17  (c)  Effective  Date.— The  amendments  made 

18  by  this  section  shall  take  effect  on  October  1, 1985. 

19  PART  B— CHANGES  RELATING  TO  PARTS  A  AND  B 

20  OF  THE  MEDICARE  PROGRAM 

21  SEC.  131.  EXTENSION  OF  WORKING  AGED  PROVISIONS  TO  IN- 

22  DIVIDUALS  OVER  69. 

23  (a)   Extension   of   Medicare    as  Secondary 

24  Payor.— Section  1862(b)(3)(A)  of  the  Social  Security  Act 

25  (42  U.S.C.  1395y(b)(3)(A))  is  amended— 


•HR  3128  RH 


51 

1  (1)  in  clause  (i),  by  striking  out  "who  is 

2  under  70  years  of  age  during  any  part  of  such 

3  month"  and     if  the  spouse  is  under  70  years  of 

4  age  during  any  part  of  such  month",  and 

5  (2)  in  clause  (iii),  by  striking  out  "and  ending 

6  with  the  month  before  the  month  in  which  such 

7  individual  attains  the  age  of  70". 

8  (b)  Extension  of  Anti-Disceimination  Peovi- 

9  SIONS. — 

10  (1)  Section  4(g)(1)  of  the  Age  Discrimination  in 

11  Employment  Act  of  1967  (29  U.S.C.  623(g)(1))  is 

12  amended  by  striking  out  "through  69"  and  inserting  in 

13  lieu  thereof  "or  older"  each  place  it  appears. 

14  (2)  Section  12(a)  of  such  Act  (29  U.S.C.  631(a))  is 

15  amended  by  inserting  "(except  the  provisions  of  section 

16  4(g))"  after  "Act". 

17  (c)  CONFOEMING  AMENDMENTS. — 

18  (1)  Special  eneollment  peeiod. — Paragraph 

19  (3)  of  section  1837(i)  of  the  Social  Security  Act  (42 

20  U.S.C.  1395p(i)(3))  is  amended  to  read  as  follows: 

21  "(3)  The  special  enrollment  period  referred  to  in  para- 

22  graphs  (1)  and  (2)  is  the  period  beginning  with  the  first  day  of 

23  the  first  month  in  which  the  hidividual  is  no  longer  enrolled 

24  in  a  group  health  plan  described  m  section  1862(b)(3)(A)(iv) 


1 
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1  by  reason  of  current  employment  and  ending  seven  months 

2  later.". 

3  (2)  Effective  date  of  enrollment. — Subsec- 

4  tion  (e)  of  section  1838  of  the  Social  Security  Act  (42 

5  U.S.C.  1395q)  is  amended  to  read  as  follows: 

6  "(e)  Notvdthstanding  subsection  (a),  in  the  case  of  an 

7  individual  who  emoUs  during  a  special  enrollment  period 

8  pursuant  to  section  1837(i)(3) — 

9  "(1)  in  the  first  month  of  the  special  enrollment 

10  period,  the  coverage  period  shall  begin  on  the  first  day 

11  of  that  month,  or 

12  "(2)  in  a  month  after  the  first  month  of  the  special 

13  emoUment  period,  the  coverage  period  shall  begin  on 

14  the  first  day  of  the  month  following  the  month  in 

15  which  the  individual  so  enrolls." 

16  (d)  Effective  Dates. — (1)  The  amendments  made  by 

17  subsection  (a)  shall  apply  with  respect  to  items  and  services 

18  furnished  on  or  after  January  1,  1986. 

19  (2)  The  amendments  made  by  subsection  (b)  shall 

20  become  effective  on  January  1,  1986. 

21  (3)  The  amendments  made  by  subsection  (c)  shall  take 

22  effect  on  January  1,  1986,  but  shall  not  apply  to  any  individ- 

23  ual  with  respect  to  whom  a  special  enrollment  period  under 

24  section  1837(i)(3)  began  before  that  date. 
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1  SEC.  132.  PROVISIONS  RELATING  TO  HEALTH  MAINTENANCE 

2  ORGANIZATIONS  AND  COMPETITIVE  MEDICAL 

3  PLANS. 

4  (a)  Financial  Responsibility  for  Patients  Hos- 

5  PITALIZED  ON  THE  EFFECTIVE  DaTE  OF  AN  ENROLLMENT 

6  OR  DiSENROLLMENT. — (1)  Subsection  (c)  of  section  1876  of 

7  the  Social  Security  Act  (42  U.S.C.  1395mm)  is  amended  by 

8  adding  at  the  end  the  following  new  paragraph: 

9  "(7)  A  risk-sharuig  contract  under  this  section  shall 

10  provide  that  in  the  case  of  an  individual  who  is  receiving 

11  inpatient  hospital  services  from  a  subsection  (d)  hospital  (as 

12  defmed  in  section  1886(d)(1)(B))  as  of  the  effective  date  of  the 

13  individual's — 


14  "(A)  enrollment  with  an  eligible  organization 

15  under  this  section — 

16  **(i)  payment  for  such  services  until  the  date 

17  of  the  individual's  discharge  shall  be  made  under 

18  this  title  as  if  the  individual  were  not  enrolled 

19  with  the  organization, 

20  "(ii)  the  organization  shall  not  be  fmancially 

21  responsible  for  payment  for  such  services  until  the 

22  date  after  the  date  of  the  individual's  discharge, 

23  and 

24  "(iii)  the  organization  shall  nonetheless  be 

25  paid  the  full  amount  othervdse  payable  to  the 

26  organization  under  this  section;  or 
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1  "(B)  termination  of  enrollment  with  an  eligible 

2  organization  under  this  section — 

3  "(i)  the   organization  shall  be  financially 

4  responsible  for  payment  for  such  services  after 

5  such  date  and  until  the  date  of  the  individual's 

6  discharge, 

7  "(ii)  payment  for  such  services  during  the 

8  stay  shall  not  be  made  under  section  1886(d),  and 

9  "(iii)  the  organization  shall  not  receive  any 

10  payment  with  respect  to  the  individual  under  this 

11  section  during  the  period  the  individual  is  not 

12  enrolled.". 

13  (2)  Subsection  (a)(3)  of  such  section  is  amended  by  strik- 

14  ing  out  "Payments"  and  inserting  in  lieu  thereof  "Subject  to 

15  subsection  (c)(7),  payments". 

16  (3)  Subsection  (a)(6)  of  such  section  is  amended  by 

17  striking  out  "If"  and  inserting  in  Ueu  thereof  "Subject  to 

18  subsection  (c)(7),  if". 

19  (b)  DiSENEOLLMENTS. — 

20  (1)  Effective  date. — Subsection  (c)(3)(B)  of 

21  such  section  is  amended  by  striking  out  "a  full  calen- 

22  dar  month  after"  and  inserting  in  Heu  thereof  "the  date 

23  on  which". 

24  (2)  Information. — Such  subsection  is  further 

25  amended  by  adding  at  the  end  the  following:  "In  the 
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1  case  of  an  individual's  termination  of  enrollment,  the 

2  organization  shall  provide  the  individual  with  a  copy  of 

3  the  written  request  for  termination  of  enrollment  and  a 

4  written  explanation  of  the  period  (ending  on  the  effec- 

5  tive  date  of  the  termination)  during  which  the  individ- 

6  ual  continues  to  be  enrolled  with  the  organization  and 

7  may  not  receive  benefits  under  this  title  other  than 

8  through  the  organization.". 

9  (c)  Review  of  Maeketing  Material. — Subsection 

10  (c)(3)(C)  of  such  section  is  amended  by  adding  at  the  end  the 

11  following:  '*No  brochures,  application  forms,  or  other  promo- 

12  tional  or  informational  material  may  be  distributed  by  an  or- 

13  ganization  to  (or  for  the  use  of)  individuals  eligible  to  enroll 

14  with  the  organization  under  this  section  unless  (i)  at  least  45 

15  days  before  its  distribution,  the  organization  has  submitted 

16  the  material  to  the  Secretary  for  review  and  (ii)  the  Secretary 

17  has  not  disapproved  the  distribution  of  the  material.  The  Sec- 

18  retary  shall  review  all  such  material  submitted  and  shall  dis- 

19  approve  such  material  if  the  Secretary  determines,  in  the 

20  Secretary's  discretion,  that  the  material  is  materially  inaccu- 

21  rate  or  misleading  or  otherwise  makes  a  material  misrepre- 

22  sentation.". 

23  (d)  Prompt  Publication  of  AAPCC. — Subsection 

24  (a)(1)(A)  of  such  section  is  amended  by  inserting  after  "The 

25  Secretary  shall  annually  determine"  the  following:  and 
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1  shall  publish  not  later  than  September  7  before  the  calendar  ! 

2  year  concerned".  | 

I 

3  (e)  Effective  Dates. —  ' 

I 

4  (1)  Financial  eesponsibility. — The  amend- 

5  ments  made  by  subsection  (a)  shall  apply  to  enroU- 

6  ments  and  disenrollments  that  become  effective  on  or 

7  after  October  1,  1985. 

8  (2)  Disenrollments. — The  amendments  made 

9  by  subsection  (b)  shall  apply  to  requests  for  termination 

10  of  enrollment  submitted  on  or  after  October  1,  1985. 

11  (3)  Material  review. — (A)  The  amendment 

12  made  by  subsection  (c)  shall  not  apply  to  material 

13  which  has  been  distributed  before  October  1,  1985. 

14  (B)  Such  amendment  also  shall  not  apply  so  as  to 

15  require  the  submission  of  material  which  is  distributed 

16  before  November  15,  1985. 

17  (C)  Such  amendment  shall  also  not  apply  to  mate- 

18  rial  which  the  Secretary  determines  has  been  prepared 

19  before  the  date  of  the  enactment  of  this  Act  and  for 

20  which  a  commitment  for  distribution  has  been  made,  if 

21  the  application  of  such  amendment  would  constitute  a 

22  hardship  for  the  organization  involved. 

23  (4)  Publication. — The  amendment  made  by 

24  subsection  (d)  shall  apply  to  determinations  of  per 

25  capita  rates  of  payment  for  1987  and  subsequent  years. 
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1  (5)    Necessary    modification    of  con- 

2  TRACTS. — The    Secretary    of   Health    and  Human 

3  Services  shall  provide  for  such  changes  in  the  risk- 

4  sharing  contracts  which  have  been  entered  into  under 

5  section  1876  of  the  Social  Security  Act  as  may  be  nec- 

6  essary  to  conform  to  the  requirements  imposed  by  the 

7  amendments  made  by  this  section  on  a  timely  basis. 

8  SEC.  133.  EVALUATION  OF  PREADMISSION  AND  PRE-PROCE- 

9  DURE  CERTIFICATION  PROGRAMS. 

10  (a)  Effectiveness  of  100  Percent  Review. — The 

11  Secretary  of  Health  and  Human  Services  shall  evaluate  the 

12  relative  effectiveness  of  peer  review  organizations  that  re- 

13  quire  preadmission  certification  of  100  percent  of  elective  in- 

14  patient  surgical  procedures  with,  other  peer  review  organiza- 

15  tions  that  require  such  certification  of  a  lesser  percentage  of 

16  such  procedures. 

17  (b)  Feasibility  of  Pre -Procedure  Certification 

18  FOR  Outpatient  Surgical  Procedures. — The  Secre- 

19  tary  also  shall  evaluate  the  feasibility  of  extending  the  pre- 

20  procedure  certification  activities  of  peer  review  organizations 

21  to  cover  elective  surgical  procedures  conducted  in  outpatient 

22  and  ambulatory  care  settings.  In  doing  the  evaluation,  the 

23  Secretary  shall  consider  the  extent  to  which  entities  v^dth 

24  contracts  with  the  Secretary  under  section  1842  of  the  Social 

25  Security  Act  and  other  entities  might  perform  such  activities 
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1  more  efficiently  and  effectively  than  peer  review  organiza- 

2  tions. 

3  (c)  Repoet. — The  Secretary  shall  report  to  Congress, 

4  not  later  than  December  31,  1986,  on  the  results  of  the 

5  evaluations  conducted  under  this  section. 

6  (d)  Definitions. — In  this  section,  the  term  "peer 

7  review  organization"  means  a  utilization  and  quality  control 

8  peer  review  organization  with  a  contract  under  part  B  of  title 

9  XI  of  the  Social  Security  Act. 

10  SEC.  134.  PROHIBITION  OF  ADMINISTRATIVE  MERGER  OF 

11  RENAL  DISEASE  NETWORKS  WITH  OTHER  OR- 

12  GANIZATIONS. 

13  The  Secretary  of  Health  and  Human  Services  may  not 

14  provide  for  the  merger  of  any  renal  disease  network  (estab- 

15  hshed  under  section  1881(c)  of  the  Social  Security  Act)  into  a 

16  utilization  and  quality  control  peer  review  organization  (with 

17  a  contract  under  part  B  of  title  IX  of  such  Act)  or  another 

18  entity  without  express  statutory  authorization. 

19  SEC.  135.  EXTENSION  OF  CERTAIN  MEDICARE  MUNICIPAL 

20  HEALTH  SERVICES  DEMONSTRATION 

21  PROJECTS. 

22  The  Secretary  of  Health  and  Human  Services  shall 

23  extend,  for  a  period  of  three  additional  years,  approval  of 

24  three  municipal  health  services  demonstration  projects  (locat- 
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1  ed  in  Cincinnati,  Milwaukee,  and  San  Jose)  authorized  under 

2  section  402(a)  of  the  Social  Security  Amendments  of  1967. 

3  SEC.  136.  TECHNICAL  CORRECTIONS. 


4  (a)  Working  Aged  Technical  Corrections. — 

5  (1)  Premium  penalty. — The  second  sentence  of 

6  section  1839(b)  of  the  Social  Security  Act  (42  U.S.C. 

7  1395r(b)),  as  amended  by  section  2338(a)  of  the  Deficit 

8  Reduction  Act  of  1984,  is  amended  by  striking  out 

9  "months  in  which"   and  all  that  follows  through 

10  "clause  (iv)  of  such  section"  and  inserting  in  lieu  there- 

11  of  "months  during  which  the  individual  has  attained 

12  the  age  of  65  and  for  which  the  individual  can  demon- 

13  strate  that  the  individual  was  enrolled  in  a  group 

14  health  plan  described  m  section  1862(b)(3)(A)(iv)". 

15  (2)  Special  enrollment  periods. — Section 

16  1837(i)  of  the  Social  Security  Act  (42  U.S.C.  1395p), 

17  as  added  by  section  2338(b)  of  the  Deficit  Reduction 

18  Act  of  1984,  is  amended — 

19  (A)  in  paragraph  (1),  by  amending  subpara- 

20  graph  (A)  to  read  as  follows: 

21  "(A)  has  attained  the  age  of  65,";  and 

22  (B)  in  paragraph  (2),  by  redesignating  sub- 

23  paragraph  (C)  as  subparagraph  (D)  and  by  amend- 

24  ing  subparagraphs  (A)  and  (B)  to  read  as  follows: 

25  "(A)  has  attained  the  age  of  65; 
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1  "(B)(i)  has  enrolled  (or  has  been  deemed  to  have 

2  enrolled)  in  the  medical  insurance  program  established 

3  under  this  part  during  the  individual's  initial  enrollment 

4  period,  or  (ii)  is  an  individual  described  in  paragraph 

5  (1)(B); 

6  "(C)  has  enrolled  in  such  program  during  any  sub- 

7  sequent  special  enrollment  period  under  this  subsection 

8  during  which  the  individual  was  not  enrolled  in  a  group 

9  health  plan  described  in  section  1862(b)(3)(A)(iv)  by 

10  reason  of  the  individual's  (or  mdividual's  spouse's) 

11  current  employment;  and". 

12  (3)  Effective  dates. — 

13  (A)  The  amendment  made  by  paragraph  (1) 

14  shall  apply  to  months  beginning  with  January 

15  1983  for  premiums  for  months  beginning  with  the 

16  first  month  that  begins  more  than  30  days  after 

17  the  date  of  the  enactment  of  this  Act. 

18  (B)(i)  The  amendments  made  by  paragraph 

19  (2)  shall  apply  to  enrollments  in  months  beginning 

20  with  the  first  effective  month  (as  defined  in  clause 

21  (ii)),  except  that  in  the  case  of  any  mdividual  who 

22  would  have  a  special  enrollment  period  under  sec- 

23  tion  1837(i)  of  the  Social  Security  Act  that  would 

24  have  begun  after  November  1984  and  before  the 

25  first  effective  month,  the  period  shall  be  deemed 
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1  to  begin  with  the  first  day  of  the  first  effective 

2  month. 

3  (ii)  For  purposes  of  clause  (i),  the  term  "first 

4  effective  month"  means  the  first  month  that 

5  begins  more  than  90  days  after  the  date  of  the 

6  enactment  of  this  Act. 

7  (b)  Miscellaneous  Technical  Coerections. — 

8  (1)(A)  Subclause  (UI)  of  section  1842(b)(7)(B)(ii) 

9  of     the      Social     Security     Act     (42  U.S.C. 

10  1395u(b)(7)(B)(ii)),  as  added  by  section  2307(a)(2)(G)  of 

11  the  Deficit  Reduction  Act  of  1984,  is  amended  by  in- 

12  denting  it  two  additionals  ems  to  the  right  so  as  to 

13  align  its  left  margin  with  the  left  margins  of  subclauses 

14  (I)  and  (II)  of  that  section. 

15  (B)  Section  1861(n)  of  the  Social  Security  Act  (42 

16  U.S.C.  1395x(n)),  as  inserted  by  section  2321(e)(3)  of 

17  the  Deficit  Reduction  Act  of  1984,  is  amended  by 

18  striking  out  *'at  his  home"  and  inserting  in  lieu  thereof 

19  ''as  his  home". 

20  (C)  Section  1888(b)  of  the  Social  Security  Act  (42 

21  U.S.C.  1395yy(b)),  as  added  by  section  2319(b)  of  the 

22  Deficit  Reduction  Act  of  1984,  is  amended  by  strikuig 

23  out  "nothwithstanding"  and  inserting  in  lieu  thereof 

24  "notwithstanding". 
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1  (D)  The  amendments  made  by  this  paragraph 

2  shall  be  effective  as  if  they  had  been  originally  included 

3  in  the  Deficit  Reduction  Act  of  1984. 

4  (2)(A)  Clause  (iii)  of  section  1842(b)(7)(B)  of  the 

5  Social  Security  Act  (42  U.S.C.  1395u(b)(7)(B)),  as 

6  added  by  section  3(b)(6)  of  Public  Law  98-617,  is 

7  amended  by  moving  its  alignment  two  additional  ems 

8  to  the  left  so  as  to  align  its  left  margin  with  the  left 

9  margms  of  clauses  (i)  and  (ii)  of  that  section. 

10  (B)  The  amendment  made  by  subparagraph  (A) 

11  shall  be  effective  as  if  it  had  been  originally  mcluded  in 

12  Public  Law  98-617. 

13  (3)(A)  Section  1861(v)(l)(G)(i)  of  the  Social  Secu- 

14  rity  Act  (42  U.S.C.  1395x(b)(l)(G)(i)),  as  amended  by 

15  section  602(d)(1)  of  the  Social  Security  Amendments  of 

16  1983,  is  amended  by  inserting,  in  the  matter  after 

17  subclause  (IH),  ''on  the  basis  of"  after  "(during  such 

18  period)". 

19  (B)  The  amendment  made  by  subparagraph  (A) 

20  shall  be  effective  as  if  it  had  been  originally  included  in 

21  the  Social  Security  Amendments  of  1983. 
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1  PART  C— CHANGES  RELATING  PRIMARILY  TO  PART 

2  B  OF  THE  MEDICARE  PROGRAM 

3  SEC.  141.  EXTENSION  OF  PHYSICIAN  FEE  FREEZE  FOR  NON- 

4  PARTICIPATING   PHYSICIANS   AND  IMPROVE- 

5  MENTS    IN    THE    PARTICIPATING  PHYSICIAN 

6  PROGRAM. 

7  (a)  One-Yeae  Extension  foe  Non-Paeticipating 

8  Physicians. — 

9  (1)  Extension.— Section  1842(b)(4)  of  the  Social 

10  Security  Act  (42  U.S.C.  1395u(b)(4))  is  amended— 

11  (A)  in  subparagraph  (A) — 

12  (i)  by  inserting  "(i)"  after  "(4)(A)",  and 

13  (ii)  by  adding  at  the  end  the  following  new 

14  clauses: 

15  "(ii)  In  determining  the  prevailing  charge  levels  under 


16  the  third  and  fourth  sentences  of  paragraph  (3)  for  physicians' 

17  services  furnished  during  the  12-month  period  beginning 

18  October  1,  1985,  by  a  physician  who  is  not  a  participating 

19  physician  (as  defined  in  subsection  (h)(1))  at  the  time  of  fur- 

20  nishing  the  services,  the  Secretary  shall  not  set  any  level 

21  higher  than  the  same  level  as  was  set  for  the  12-month 

22  period  beginning  July  1,  1983. 

23  "(iii)  In  determining  the  prevailing  charge  levels  under 

24  the  third  and  fourth  sentences  of  paragraph  (3)  for  physicians' 

25  services  furnished  during  a  12-month  period  beginning  on  or 

26  after  October  1,  1986,  by  a  physician  who  is  not  a  participat- 
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1  ing  physician  (as  defined  in  subsection  (li)(l))  at  the  time  of 

2  furnishing  the  services,  the  Secretary  shall  not  set  any  level 

3  higher  than  the  same  level  as  was  set  for  services  furnished 

4  during  the  previous  fiscal  year  for  physicians  who  were 

5  participating  physicians  during  that  year."; 


6  (B)  in  subparagraph  (B) — 

7  (i)  by  inserting  "(i)"  after  "(B)",  and 

8  (ii)  by  adding  at  the  end  the  following  new 

9  clause: 

10  **(ii)  In  determining  the  reasonable  charge  under  para- 


11  graph  (3)  for  physicians'  services  furnished  during  the  12- 

12  month  period  beginning  October  1,  1985,  by  a  physician  who 

13  is  not  a  participating  physician  (as  defined  in  subsection 

14  (h)(1))  at  the  time  of  furnishing  the  services,  the  customary 

15  charges  shall  be  the  same  customary  charges  as  were  recog- 

16  nized  under  this  section  for  the  12-month  period  beginning 

17  July  1,  1983."; 


18  (C)  in  subparagraph  (C) — 

19  (i)  by  inserting  "(i)"  after  "(C)", 

20  (ii)  by  striking  out  "(A)"  and  inserting  in  Heu 

21  thereof  "(A)(i)"  each  place  it  appears,  and 

22  (iii)  by  adding  at  the  end  the  following  new 

23  clause: 

24  "(ii)  In  determining  the  prevailing  charge  levels  under 


25  the  third  and  fourth  sentences  of  paragraph  (3)  for  physicians' 
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1  services  furnished  during  the  periods  beginning  after  Septem- 

2  ber  30,  1986,  by  a  physician  who  was  not  a  participating 

3  physician  on  that  date,  the  Secretary  shall  treat  the  level  as 

4  set  under  subparagraph  (A)(ii)  as  having  fully  provided  for  the 

5  economic  changes  which  would  have  been  taken  into  account 

6  but  for  the  limitations  contained  in  subparagraph  (A)(ii)."; 

7  and 


8  (D)  in  subparagraph  (D) — 

9  (i)  by  striking  out  "who  at  no  time"  and  all 

10  that  follows   through   "subsection  (h)(1))"  and 

11  insert  in  lieu  thereof  "who  was  not  a  participating 

12  physician  (as  defined  in  subsection  (h)(1))  on  Sep- 

13  tember  30,  1985", 

14  (ii)  by  inserting  "(i)"  after  "(D)",  and 

15  (iii)  by  adding  at  the  end  the  following  new 

16  clause: 

17  "(ii)  In  determining  the  customary  charges  for  physi- 


18  cians'  services  furnished  during  the  12-month  period  begin- 

19  ning  October  1,  1986,  or  October  1,  1987,  by  a  physician 

20  who  is  not  a  participating  physician  (as  defined  ui  subsection 

21  (h)(1))  on  September  30,  1986,  the  Secretary  shall  not 

22  recognize  increases  in  actual  charges  for  services  furnished 

23  during  the  12-month  period  beginning  on  October  1,  1985, 

24  above  the  level  of  the  physician's  actual  charges  billed  during 

25  the  3-month  period  ending  on  June  30,  1984.". 
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1  (2)  Continued  enfoecement. — The  first  sen- 

2  tence  of  section  1842(j)(l)  of  such  Act  (42  U.S.C. 

3  1395u(j)(l))  is  amended  to  read  as  follows:  "In  the 

4  case  of  a  physician  who  is  not  a  participating  physician 

5  for  items  and  services  furnished  during  a  portion  of  the 

6  27-month  period  beginning  July  1,  1984,  the  Secretary 

7  shall  monitor  the  physician's  actual  charges  to  individ- 

8  uals  enrolled  under  this  part  for  physicians'  services 

9  during  that  portion  of  that  period.". 

10  (3)  Effective  date. — The  amendments  made 

11  by  this  subsection  shall  apply  to  services  furnished  on 

12  or  after  October  1,  1985. 

13  (b)   Incentives   for   Paeticipating  Physician 

14  Program. — 

15  (1)  One-year  extension  of  transfer  of 

16  FUNDS  FOR  CARRIERS. — Scctiou  2306(e)  of  the  Deficit 

17  Reduction  Act  of  1984  (Public  Law  98-369;  98  Stat. 

18  1073)  is  amended— 

19  (A)  by  striking  out  "and  1985"  and  inserting 

20  in  lieu  thereof     1985,  and  1986", 

21  (B)  by  striking  out  "the  amendments  made 

22  by  this  section"  and  inserting  in  lieu  thereof  "sub- 

23  sections  (b)(4),  (h),  and  (j)  of  section  1842  of  the 

24  Social  Security  Act", 
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1  (C)  by  striking  out  "for  fiscal  year  1985" 

2  and  inserting  in  lieu  thereof  "for  each  of  fiscal 

3  years  1985  and  1986",  and 

4  (D)  by  adding  at  the  end  the  following  new 

5  sentence:  "A  significant  proportion  of  such  funds 

6  shall  be  used  for  the  expansion  of  the  participat- 

7  uig  physician  and  supplier  program  and  for  the 

8  development  of  professional  relations  staffs  dedi- 

9  cated  to  addressing  the  billing  and  other  problems 

10  of  physicians  and  suppliers  participating  in  that 

11  program.". 

12  (2)  Impeovement  of  participating  physi- 

13  CIAN  DIRECTORIES. — Section  1842(i)  of  the  Social 

14  Security  Act  (42  U.S.C.  1395u(i))  is  amended— 

15  (A)  in  the  first  sentence  of  paragraph  (2) — 

16  (i)  by  striking  out  "a  directory"  and  in- 

17  serting  in  lieu  thereof  "directories  (for  appro- 

18  priate  local  geographic  areas)",  and 

19  (ii)  by  inserting  "for  that  area"  before 

20  "for  that  fiscal  year"; 

21  (B)  in  the  second  sentence  of  paragraph  (2), 

22  by  striking  out  "The  directory"  and  inserting  in 

23  lieu  thereof  "Each  directory"; 

24  (C)  in  paragraph  (3) — 
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1  (i)  by  striking  out  "directory"  the  first 

2  place  it  appears  and  inserting  in  lieu  thereof 

3  "the  directories",  and 

4  (ii)  by   striking   out   "directory"  the 

5  second  place  it  appears  and  inserting  in  lieu 

6  thereof  "the  appropriate  area  directory  or 

7  directories";  and 

8  (D)  in  paragraph  (4) — 

9  (i)  by  striking  out  "directory"  and  m- 

10  serting  in  lieu  thereof  "the  directories",  and 

11  (ii)  by  adding  at  the  end  the  following: 

12  "The  Secretary  shall  provide  that  each  ap- 

13  propriate  area  directory  is  sent  to  each 

14  participating  physician  located  in  that  area.". 

15  (3)  Elimination  of  physician  assignment 

16  BATE  LIST. — Section  1842(i)  of  such  Act  is  further 

17  amended — 

18  (A)  by  striking  out  "(i)(l)"  and  all  that 

19  follows  through  the  end  of  paragraph  (1), 

20  (B)  by  striking  out  "subsection  (h)(1)"  in 

21  paragraph   (2)   and   inserting   in   Heu  thereof 

22  "paragraph  (1)", 

23  (C)  by  striking  out  "such  list  and"  and  "the 

24  list  and"  each  place  either  appears  in  paragraphs 

25  (3)  and  (4),  and 
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1  (D)  by  redesignating  paragraphs  (2)  through 

2  (4)  as  paragraphs  (4)  through  (6)  of  subsection  (h), 

3  respectively. 

4  (4)  Information  on  the  participating  phy- 

5  sician  and  supplier  program  in  explanations 

6  of  medicare  benefits  for  unassigned  claims. — 

7  Section  1842(h)  of  such  Act,  as  previously  amended  by 

8  this  subsection,  is  further  amended  by  adding  at  the 

9  end  the  following  new  paragraphs: 

10  "(7)  The  Secretary  shall  provide  that  each  explanation 

11  of  benefits  provided  imder  this  part  for  services  furnished  in 

12  the  United  States,  in  conjunction  with  the  payment  of  claims 

13  under  section  1833(a)(1)  (made  other  than  on  an  assignment- 

14  related  basis,  described  in  paragraph  (8)),  shall  include — 

15  **(A)  a  reminder  of  the  participating  physician  and 

16  supplier  program  established  under  this  subsection  (in- 

17  eluding  the  limitation  on  charges  that  may  be  imposed 

18  by  such  physicians  and  suppliers),  and 

19  "(B)  the  toll-free  telephone  number  or  numbers, 

20  maintained  under  paragraph  (2),  at  which  an  individual 

21  enrolled  under  this  part  may  obtain  information  on  par- 

22  ticipating  physicians  and  suppliers. 

23  "(8)  For  purposes  of  this  title,  a  claim  is  considered  to 

24  be  paid  on  an  'assignment-related  basis'  if  the  claim  is  paid 

25  on  the  basis  of  an  assignment  described  in  subsection 
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1  (b)(3)(B)(ii),  in  accordance  with  subsection  (b)(6)(B),  or  under 

2  the  procedure  described  in  section  1870(f)(1).". 

3  (5)  Effective  date. — Section  1842(b)(7)  of  the 

4  Social  Security  Act,  as  added  by  paragraph  (4)  of  this 

5  subsection,  shall  apply  to  explanations  of  benefits  pro- 

6  vided  on  or  after  such  date  (not  later  than  April  1, 

7  1986)  as  the  Secretary  of  Health  and  Human  Services 

8  shall  specify. 

9  SEC.  142.  EXPANSION  OF  MEMBERSHIP  AND  DUTIES  OF  THE 

10  PROSPECTIVE  PAYMENT  ASSESSMENT  COMMIS- 

11  SION  TO  INCLUDE  REVIEW  OF  PAYMENTS  FOR 

12  PHYSICIANS'  SERVICES. 

13  (a)  Expansion  and  Establishment  of  Subcom- 

14  mittees. — 

15  (1)  In   geneeal.— Section   1886(e)(6)   of  the 

16  Social  Security  Act  (42   U.S.C.   1395ww(e)(6))  is 

17  amended — 

18  (A)  by  amending  subparagraph  (A)  to  read  as 

19  follows: 

20  "(A)(i)  The  Commission  shall  consist  of  23  members. 

21  Fifteen  members  of  the  Commission  shall  first  be  appointed 

22  no  later  than  April  1,  1984,  and  the  remaining  members  shall 

23  first  be  appointed  no  later  than  January  1,  1986,  for  a  term 

24  of  three  years,  except  that  the  Director  may  provide  for  such 

25  shorter  terms  as  will  insure  that  (on  a  continuing  basis)  the 
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1  terms  of  no  more  than  eight  members  expire  in  any  one  year. 

2  The  Director  shall  appoint  a  member  to  serve  as  Chairman. 

3  "(ii)  The  Chairman  of  the  Commission  shall  provide  for 

4  two  subcommittees  of  the  Commission,  one  with  fmictions 

5  and  responsibilities  relating  primarily  to  hospital  payment 

6  issues  and  the  other  with  fimctions  and  responsibilities  relat- 

7  ing  primarily  to  physician  payment  issues.  The  Chairman 

8  may  assign  members  of  the  Commission  to  serve  on  either  or 

9  both  subcommittees  of  the  Commission.";  and 


10  (B)  in  subparagraph  (B),  by  inserting  "repre- 

11  sentatives  of  consumer  and  elderly  groups,"  after 

12  "third  party  payors,". 

13  (2)  Initial  assignment  of  members  to  sub- 

14  committees. — The  Chairman  of  the  Commission  shall 

15  initially  assign — 

16  (A)  to  serve  on  the  hospital  payment  sub- 

17  committee  of  the  Commission — 

18  (i)  all  the  members  of  the  Commission 

19  serving  in  positions  established  before  the 

20  date  of  the  enactment  of  this  Act,  and 

21  (ii)  two  of  the  members  appointed  to  the 

22  Commission  for  additional  positions  estab- 

23  lished  by  the  amendment  made  by  paragraph 

24  (1),  and 
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1  (B)  to  serve  on  the  physician  payment  sub- 

2  committee  of  the  Commission  the  six  remaining 

3  members  of  the  Conmiission  who  are  appointed  to 

4  serve  in  the  additional  positions  so  estabHshed. 

5  (b)  Additional  Functions  Relating  to  Physi- 

6  ciANs'  Payments. — Section  1886(e)  of  such  Act  is  amend- 

7  ed  by  adding  at  the  end  the  following  new  paragraph: 

8  "(7)(A)  The  Commission  shall  make  recommendations 


9  to  the  Congress,  not  later  than  February  1  of  each  year  (be- 

10  ginning  with  1987),  regarding  adjustments  to  the  reasonable 

11  charge  levels  for  physicians'  services  recognized  under  sec- 

12  tion  1842(b)  and  changes  in  the  methodology  for  determining 

13  the  rates  of  payment,  and  for  making  payment,  for  physi- 

14  cians'  services  under  this  title  and  other  items  and  services 

15  under  part  B. 


16  "(B)  In  making  its  recommendations,  the  Commission 

17  shall— 

18  "(i)  consider,  and  make  reconunendations  on  the 

19  feasibility  and  desirability  of  reducing,  the  differences 

20  in  payment  amounts  for  physicians'  services  under  part 

21  B   which   are  based  on   differences   in  geographic 

22  location  or  specialty; 

23  "(ii)  review  the  input  costs  (including  time,  profes- 

24  sional  skills,  and  risks)  associated  with  the  provision  of 

25  different  physicians'  services; 
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1  "(iii)  identify  those  charges  recognized  as  reasona- 

2  ble  under  section  1842(b)  which  are  significantly  out- 

3  of-Hne,  based  on  the  considerations  of  clauses  (i)  and 

4  (ii); 

5  "(iv)  assess  the  likely  impact  of  different  adjust- 

6  ments  in  payment  rates,  particularly  their  impact  on 

7  physician  participation  in  the  participation  program 

8  estabhshed  under  section  1842(h)  and  on  beneficiary 

9  access  to  necessary  physicians'  services; 

10  "(v)  make  recommendations  on  ways  to  increase 

11  physician  participation  in  that  participation  program 

12  and  the  acceptance  of  payment  under  part  B  on  an 

13  assignment-related  basis; 

14  "(vi)  make  reconunendations  respecting  the  advis- 

15  ability  and  feasibility  of  making  changes  in  the  pay- 

16  ment  system  for  physicians'  services  under  part  B 

17  based  on  (I)  the  Secretary's  study  under  section 

18  603(b)(2)  of  the  Social  Security  Amendments  of  1983 

19  (relating  to  payments  for  physicians'  services  furnished 

20  to  hospital  inpatients  on  the  basis  of  diagnosis-related 

21  groups)  and  (II)  the  Office's  report  under  section  2309 

22  of  the  Deficit  Reduction  Act  of  1984  (relating  to  physi- 

23  cian  reimbursement  under  part  B); 
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1  "(vii)  identify  those  procedures,  involving  the  use 

2  of  assistants  at  surgery,  for  which  payment  for  those 

3  assistants  should  not  be  made  under  this  title;  and 

4  "(viii)  identify  those  procedures  for  which  an 

5  opinion  of  a  second  physician  should  be  required  before 

6  payment  is  made  under  this  title. 

7  "(C)  The  Commission  also  shall  advise  and  make  recom- 

8  mendations  to  the  Secretary  respecting  the  development  of 

9  the  relative  value  scale  under  section  1845.". 

10  (c)  Study  of  Relative  Value  Scale  foe  Physi- 

11  ciANs'  Seevices. — Part  B  of  title  XV ILL  of  such  Act  is 

12  amended  by  adding  at  the  end  the  foUovmig  new  section: 

13  "study  of  eelative  value  scale  foe  physicians' 

14  seevices 

15  "Sec.  1845.  (a)  The  Secretary  shall  develop  a  relative 

16  value  scale  that  establishes  a  numerical  relationship  among 

17  the  various  physicians'  services  for  which  payment  may  be 

18  made  under  this  part. 

19  "(b)  In  developing  the  scale,  the  Secretary  shall 

20  consider  among  other  items — 

21  "(1)  the  report  of  the  Office  of  Technology 

22  Assessment  under  section  2309  of  the  Deficit  Reduc- 

23  tion  Act  of  1984, 

24  "(2)   the   recommendations   of  the  Prospective 

25  Payment    Assessment    Commission    under  section 

26  1886(e)(7)(C),  and 
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1  "(3)  factors  with  respect  to  the  input  costs  for 

2  furnishing  particular  physicians'  services,  such  as — 

3  "(A)  the  differences  in  costs  of  furnishing 

4  services  in  different  settings, 

5  "(B)  the  differences  in  skill  levels  and  train- 

6  ing  required  to  perform  the  services,  and 

7  "(C)  the  time  required,  and  risk  involved,  in 

8  furnishing  different  services. 

9  "(c)  The  Secretary  shall  complete  the  development  of 


10  the  relative  value  scale  under  this  section,  and  report  to 

11  Congress  on  the  development,  not  later  than  April  1,  1987. 

12  The  report  shall  include  recommendations  for  the  application 

13  of  the  scale  to  the  payment  for  physicians'  services  furnished 

14  under  this  part  on  or  after  October  1,  1987.". 

15  (d)  Modification  of  Funding  Foemtjla. — Section 

16  1886(e)(6)(I)(ii)  of  such  Act  is  amended  by  striking  out 

17  "Eighty-five"  and  "15"  and  inserting  in  lieu  thereof  "Fifty" 

18  and  "50". 

19  (e)  Staffing.— Section  1886(e)(6)(C)(i)  of  such  Act  is 

20  amended  by  striking  out  "25"  and  inserting  in  Heu  thereof 

21  "35". 

22  (f)  Effective  Date. — The  amendments  made  by  this 

23  section  shall  take  effect  on  October  1,  1985. 
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1  SEC.  143.  PART  B  PREMIUM. 

2  Section  1839  of  the  Social  Security  Act  (42  U.S.C. 

3  1395r)  is  amended — 

4  (1)  in  subsection  (e),  by  striking  out  "1988"  and 

5  inserting  in  lieu  thereof  "1989"  each  place  it  appears; 

6  (2)  m  subsection  (f)(1),  by  striking  out  "or  1986" 

7  and  insertmg  in  lieu  thereof  ",  1986,  or  1987";  and 

8  (3)  m  subsection  (f)(2),  by  striking  out  "or  1987" 

9  and  insertmg  in  lieu  thereof  ",  1987,  or  1988". 

10  SEC.  144.  DETERMINATIONS  OF  INHERENT  REASONABLENESS 

11  OF  CHARGES  AND  CUSTOMARY  CHARGES  FOR 

12  CERTAIN    FORMER  HOSPITAL-COMPENSATED 

13  PHYSICIANS. 

14  (a)  Eegulations  Relating  to  Inheeent  Reason- 

15  ABLENESS  OF  Chaeges. — Scction  1842(b)  of  the  Social  Se- 

16  curity  Act  (42  U.S.C.  1395u(b))  is  amended  by  adding  at  the 

17  end  the  following  new  paragraph: 

18  "(8)  The  Secretary  by  regulation  shall — 

19  "(A)  describe  the  factors  to  be  used  in  determin- 

20  ing  the  cases  (of  particular  items  or  services)  in  which 

21  the  application  of  this  subsection  results  in  the  determi- 

22  nation  of  a  reasonable  charge  that,  by  reason  of  its 

23  grossly  excessive  or  grossly  deficient  amount,  is  not  in- 

24  herently  reasonable,  and 
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1  "(B)  provide  in  those  cases  for  the  factors  that 

2  will  be  considered  in  establishing  a  reasonable  charge 

3  that  is  realistic  and  equitable.". 

4  (b)  Computation  of  Customaey  Chaeges  foe 

5  Ceetain    Foemee    Hospital-Compensated  Physi- 

6  ciANS. — (1)  In  applying  section  1842(b)  of  the  Social  Securi- 

7  ty  Act  for  payment  for  physicians'  services  performed  during 

8  fiscal  year  1986,  in  the  case  of  a  physician  who  during  the 

9  period  beginning  on  October  31,  1982,  and  ending  on  Janu- 
10  ary  31,  1985,  was  a  hospital-compensated  physician  (as  de- 
ll fined  in  paragraph  (2))  but  who,  as  of  January  31,  1985,  was 

12  no  longer  a  hospital-compensated  physician,  the  physician's 

13  customary  charges  shall — 

14  (A)  be  based  upon  the  physician's  actual  charges 

15  billed  during  the  12-month  period  ending  on  March  31, 

16  1985,  and 

17  (B)  in  the  case  of  a  physician  who  is  not  a  partici- 

18  pating  physician  (as  defined  in  section  1842(h)(1)  of  the 

19  Social  Security  Act)  on  October  1,  1985,  be  deflated 

20  (to  take  into  account  the  legislative  freeze  on  actual 

21  charges  for  nonparticipating  physicians'  services)  by 

22  multiplying  the  physician's  customary  charges  by  .83. 

23  (2)  In  paragraph  (1),  the  term  "hospital-compensated 

24  physician"  means,  with  respect  to  services  furnished  to  pa- 

25  tients  of  a  hospital,  a  physician  who  is  compensated  by  the 
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1  hospital  for  the  furnishing  of  physicians'  services  for  which 

2  payment  may  be  made  under  this  part. 

3  SEC.  145.  OCCUPATIONAL  THERAPY  SERVICES. 

4  (a)     Coverage. — Subparagraph     (C)     of  section 

5  1832(a)(2)  of  the  Social  Security  Act  (42  U.S.C.  1395k(a)(2)) 

6  is  amended  to  read  as  follows: 

7  "(C)  outpatient  physical  therapy  services 

8  (other  than  services  to  which  the  second  sentence 

9  of  section  1861(p)  applies)  and  outpatient  occupa- 

10  tional  therapy  services  (other  than  services  to 

11  which  such  sentence  applies  through  the  operation 

12  of  section  1861(g));". 

13  (b)  Limitation  on  Payments. — Section  1833(g)  of 

14  such  Act  (42  U.S.C.  13951(g))  is  amended— 

15  (1)  by  striking  out  ''next  to  last  sentence"  and  in- 

16  serting  in  lieu  thereof  "second  sentence",  and 

17  (2)  by  adding  at  the  end  thereof  the  following  new 

18  sentence:   "In  the  case  of  outpatient  occupational 

19  therapy  services  which  are  described  in  the  second  sen- 

20  tence  of  section  1861(p)  through  the  operation  of  sec- 

21  tion  1861(g),  with  respect  to  expenses  incurred  in  any 

22  calendar  year,  no  more  than  $500  shall  be  considered 

23  as  incurred  expenses  for  purposes  of  subsections  (a)  and 

24  (b).". 
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1  (c)      Certification      Standard. — (1)  Section 

2  1835(a)(2)(C)  of  such  Act  (42  U.S.C.  1395n(a)(2)(C))  is 

3  amended — 

4  (A)   by   inserting   "or   outpatient  occupational 

5  therapy  services"  after  ''outpatient  physical  therapy 

6  services", 

7  (B)  in  clause  (i),  by  inserting  "or  occupational 

8  therapy  services,  respectively"  after  "physical  therapy 

9  services",  and 

10  (C)  in  clause   (ii),  by  inserting   "or  qualified 

11  occupational  therapist,  respectively"  after  "qualified 

12  physical  therapist". 

13  (2)  The  second  sentence  of  section  1835(a)  of  such  Act 

14  and  section  1866(e)  of  such  Act  (42  U.S.C.  1395n(a), 

15  1395cc(e))  are  each  amended — 

16  (A)  by  inserting  "(or  meets  the  requirements  of 

17  such  section  through  the  operation  of  section  1861(g))" 

18  after  "1861(p)(4)(A)"  and  after  "1861(p)(4)(B)",  and 

19  (B)  by  inserting  "or  (through  the  operation  of 

20  section  1861(g))  with  respect  to  the  furnishing  of  out- 

21  patient  occupational  therapy  services"  after  "(as  there- 

22  in  defined)". 

23  (d)  Definition  and  Inclusion  with  Other  Part  B 

24  Services. — (1)  Section  1861  of  the  Social  Security  Act  (42 
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1  U.S.C.  1395x)  is  amended  by  inserting  after  subsection  (f) 

2  the  following  new  subsection: 

3  "Outpatient  Occupational  Therapy  Services 

4  "(g)  The  term  'outpatient  occupational  therapy  services' 

5  has  the  meaning  given  the  term  'outpatient  physical  therapy 

6  services'  ui  subsection  (p),  except  that  'occupational  therapy' 

7  shall  be  substituted  for  'physical  therapy'  each  place  it 

8  appears  therein.". 

9  (2)  Section  1861(s)(2)a))  of  such  Act  (42  U.S.C. 

10  1395x(s)(2)CD))  is  amended  by  inserting  "and  outpatient 

11  occupational  therapy  services"  after  "outpatient  physical 

12  therapy  services". 

13  (3)  Section  1861(v)(5)(A)  of  such  Act  (42  U.S.C. 

14  1395x(v)(5)(A))  is  amended  by  inserting  "(uicluding  through 

15  the  operation  of  section  1861(g))"  after  "section  1861(p)". 

16  (e)  Effective  Date. — The  amendments  made  by  this 

17  section  shall  apply  to  expenses  incurred  for  outpatient  occu- 

18  pational  therapy  services  furnished  on  or  after  October  1, 

19  1985. 

20  SEC.  146.  PAYMENT  FOR  DURABLE  MEDICAL  EQUIPMENT. 

21  (a)  Limiting  to  One  Percent  Increases  in  Cus- 

22  TOMARY  AND  PREVAILING  CHARGES  FOR  DURABLE  MeDI- 

23  CAL  Equipment  Furnished  on  Rental  Basis. — Section 

24  1842  of  the  Social  Security  Act  (42  U.S.C.  1395u)  is  amend- 

25  ed  by  adding  at  the  end  the  following  new  subsection: 
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1  "(k)(l)  In  determining  the  customary  and  prevailing 

2  charge  levels  under  the  third  and  fourth  sentences  of  subsec- 

3  tion  (b)(3)  for  durable  medical  equipment  furnished  on  a 

4  rental  basis  (other  than  under  a  lease-purchase  agreement) 

5  during  the  12-month  period  beginning  on  October  1,  1985, 

6  the  Secretary  shall  not  set  any  such  level  higher  than  101 

7  percent  of  the  same  level  as  was  set  for  the  15-month  period 

8  beginning  July  1,  1984.". 

9  (b)  Requiring  Payment  on  an  Assignment  Basis 

10  FOR  Durable  Medical  Equipment  Furnished  on  a 

11  Rental  Basis. — Section  1842(k)  of  such  Act,  as  added  by 

12  subsection  (a),  is  amended  by  adding  at  the  end  the  following 

13  new  paragraph: 

14  "(2)  Payment  under  this  part  for  durable  medical  equip- 

15  ment  furnished  on  a  rental  basis  (other  than  under  a  lease- 

16  purchase  agreement)  may  only  be  made  on  an  assignment- 

17  related  basis  (as  defined  in  subsection  (h)(8))  or  to  a  provider 

18  of  services  with,  an  agreement  in  effect  under  section  1866.". 

19  (c)  Limiting  Increase  in  Prevailing  Charges  for 

20  Durable  Medical  Equipment  to  Consumer  Price 

21  Index. — Section  1842(k)  of  such  Act,  as  previously  amend- 

22  ed,  is  further  amended  by  adding  at  the  end  the  following 

23  new  paragraph: 

24  ''(3)  In  the  case  of  durable  medical  equipment,  the 

25  prevailing  charge  levels  determined  for  purposes  of  clause  (ii) 
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1  of  the  third  sentence  of  subsection  (b)  for  any  12-month 

2  period  (beginning  after  September  30,  1986)  may  not  exceed 

3  (in  the  aggregate)  the  levels  determined  under  such  clause 

4  (taking  into  account  paragraph  (1),  if  appHcable)  for  the  pre- 

5  ceding  12-month  period  by  a  percentage  which  exceeds  the 

6  percentage  increase  in  the  Consumer  Price  Index  for  all 

7  urban  consumers  (U.S.  city  average),  as  published  by  the 

8  Secretary  of  Labor,  for  the  12-month  period  ending  in  March 

9  of  that  preceding  12-month  period.". 

10  (d)    Claeification    of    Previous  Effective 

11  Date.— Section  2306(b)(2)  of  the  Deficit  Reduction  Act  of 

12  1984  is  amended  by  adding  before  the  period  at  the  end  the 

13  following:  "and  to  durable  medical  equipment  furnished  on  or 

14  after  July  1,  1985". 

15  (e)  Effective  Dates. — 

16  (1)  Subsection  (a). — The  amendments  made  by 

17  subsection  (a)  shall  apply  to  durable  medical  equipment 

18  furnished  on  or  after  October  1,  1985. 

19  (2)  Subsection  (b). — The  amendments  made  by 

20  subsection  (b)  shall  apply  to  durable  medical  equipment 

21  furnished  on  or  after  January  1,  1986. 

22  (3)  Subsection  (c). — The  amendments  made  by 

23  subsection  (c)  shall  apply  to  durable  medical  equipment 

24  furnished  on  or  after  October  1,  1986. 
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1  (4)  Subsection  (d). — The  amendment  made  by 

2  subsection  (d)  shall  take  effect  as  though  it  were  in- 

3  eluded  in  the  enactment  of  the  Deficit  Reduction  Act 

4  of  1984. 

5  SEC.  147.  PAYMENT  FOR  ASSISTANTS  AT  SURGERY  FOR  CER- 

6  TAIN  CATARACT  OPERATIONS  AND  OTHER  OP- 

7  ERATIONS. 

8  (a)  Limitation  on  Payment. — Section  1862(a)  of  the 

9  Social  Security  Act  (42  U.S.C.  1395y(a))  is  amended— 

10  (1)  by  striking  out  "or"  at  the  end  of  paragraph 

11  (13), 

12  (2)  by  striking  out  the  period  at  the  end  of  para- 

13  graph  (14)  and  inserting  in  lieu  thereof     or",  and 

14  (3)  by  adding  at  the  end  the  following  new 

15  paragraph: 

16  ''(15)  which  are  for  services  of  an  assistant  at  sur- 

17  gery  in  a  cataract  operation  unless,  before  the  surgery 

18  is  performed,  the  appropriate  utilization  and  quality 

19  control  peer  review  organization  (under  part  B  of  title 

20  XI)  has  approved  of  the  use  of  such  an  assistant  in  the 

21  surgical  procedure  based  on  the  existence  of  complicat- 

22  ing  medical  condition.". 

23  (b)  Additional  PRO  Functions.— Section  1154(a)(8) 

24  of  such  Act  (42  U.S.C.  1320c-3(a)(8))  is  amended  by  insert- 
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1  ing  before  the  period  at  the  end  the  following:  "or  as  may  be 

2  required  to  carry  out  section  1862(a)(15)". 

3  (c)  Prohibition  for  Submitting  Bill  for  Which 

4  Payment  May  Not  Be  Made. — Section  1842  of  such  Act 

5  (42  U.S.C.  1395u)  is  amended— 

6  (1)  in  subsection  (j)(2),  by  inserting  "or  subsection 

7  a)"  after  "paragraph  (1)",  and 

8  (2)  by  adding  after  subsection  (k),  added  by  sec- 

9  tion  146(a)  of  this  title,  the  following  new  subsection: 

10  "(1)(1)  If  a  physician  knowingly  and  willfully  bills  an 

1 1  individual  enrolled  under  this  part  for  actual  charges  for  serv- 

12  ices  as  an  assistant  at  surgery  for  which  payment  may  not  be 

13  made  by  reason  of  section  1862(a)(15),  the  Secretary  may 

14  apply  sanctions  agamst  such  physician  in  accordance  with 

15  subsection  (j)(2). 

16  "(2)  If  a  physician  knowingly  and  willfully  bills  an  indi- 

17  vidual  enrolled  under  this  part  for  actual  charges  that  in- 

18  eludes  a  charge  for  an  assistant  at  surgery  for  which  payment 

19  may  not  be  made  by  reason  of  section  1862(a)(15),  the  Secre- 

20  tary  may  apply  sanctions  against  such  physician  in  accord- 

21  ance  with  subsection  (j)(2).". 

22  (d)  Extension  of  Prohibition  to  Other  Proce- 

23  CURES. — The  Secretary  of  Health  and  Human  Services, 

24  after  consultation  with  the  Prospective  Payment  Assessment 

25  Commission,  shall  develop  recommendations  and  guidelines 
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1  respecting  other  surgical  procedures  for  which  an  assistant  at 

2  surgery  is  generally  not  medically  necessary  and  the  circum- 

3  stances  under  which  the  use  of  an  assistant  at  surgery  is 

4  medically  appropriate  with  prior  approval  of  an  appropriate 

5  entity.  The  Secretary  shall  report  to  Congress,  not  later  than 

6  April  1,  1986,  on  these  recommendations  and  guidelines. 

7  (e)  Effective  Date. — The  amendments  made  by  this 

8  section  shall  apply  to  services  performed  on  or  after  October 

9  1,  1985. 

10  SEC.  148.  LIMITATION  ON  MEDICARE  PAYMENT  FOR  POST- 

1 1  CATARACT  SURGERY  PATIENTS. 

12  (a)  Payment  for  Replacement  of  Lost  or  Dam- 

13  aged  Cataract  Eyeglasses  and  Cataract  Contact 

14  Lenses. — With  respect  to  the  payment  for  replacement  cat- 

15  aract  eyeglasses  and  cataract  contact  lenses  under  title 

16  Xym  of  the  Social  Security  Act  in  the  case  of  an  individual 

17  beneficiary — 


18  (1)  payment  may  be  made  for  the  replacement 

19  only  once  every  year  of  lost  or  damaged  cataract  eye- 

20  glasses,  and 

21  (2)  pajmient  may  be  made — 

22  (A)  in  the  first  year  after  surgery,  for  one 

23  original  cataract  contact  lens  for  each  eye  and  for 

24  the  replacement  only  twice  of  a  lost  or  damaged 

25  cataract  contact  lens  for  each  eye,  and 
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1  (B)  in  each  subsequent  year,  for  the  replace- 

2  ment  only  twice  of  a  lost  or  damaged  cataract 

3  contact  lens  for  each  eye. 


4  (b)    Deteemination    of    Sepaeate  Payment 

5  Amounts  foe  Peosthetic  Lenses  and  Peofessional 

6  Seevices. — Section  1842(b)  of  the  Social  Security  Act  (42 

7  U.S.C.  1395u(b))  is  amended  by  adding  after  paragraph  (8), 

8  added  by  section  144(a)  of  this  Act,  the  following  new 

9  paragraph: 


10  "(9)  In  providing  payment  for  cataract  eyeglasses  and 

11  cataract  contact  lenses,  and  professional  services  relating  to 

12  them,  under  this  part,  each  carrier  shall — 

13  "(A)  provide  for  separate  determinations  of  the 

14  payment  amount  for  the  eyeglasses  and  lenses  and  of 

15  the  payment  amount  for  the  professional  services,  and 

16  "(B)  not  recognize  as  reasonable  for  such  eye- 

17  glasses  and  lenses  more  than  such  amount  as  the  Sec- 

18  retary  establishes  in  guidelines  relating  to  the  inherent 

19  reasonableness  of  charges  for  such  eyeglasses  and 

20  lenses.". 

21  (c)  Effective  Date. — (1)  The  amendments  made  by 

22  this  section  shall  apply  to  items  and  services  furnished  on  or 

23  after  October  1,  1985. 
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1  (2)  In  applying  the  amendment  made  by  subsection  (a), 

2  there  shall  not  be  taken  into  account  any  cataract  eyeglasses 

3  or  contact  lenses  replaced  before  October  1,  1985. 

4  SEC.  149.  DEMONSTRATION  OF  PREVENTIVE  HEALTH  SERV- 

5  ICES  UNDER  MEDICARE. 

6  (a)  Demonsteation  Progeam. — The  Secretary  of 

7  Health  and  Human  Services  (hereinafter  in  this  section  re- 

8  ferred  to  as  the  "Secretary")  shall  establish  a  demonstration 

9  program  designed  to  reduce  disability  and  dependency 

10  through  the  provision  of  preventive  health  services  to  individ- 

11  uals  entitled  to  benefits  under  title  XVm  of  the  Social  Secu- 

12  rity  Act  (hereinafter  in  this  section  referred  to  as  "medicare 

13  beneficiaries"). 


14  (b)  Peeventive  Heaxth  Seevices  Undee  Demon- 

15  STEATION  Peogeam. — The  preventive  health  services  to  be 

16  made  available  under  the  demonstration  program  shall 

17  include — 

18  (1)  health  screenings, 

19  (2)  health  risk  appraisals, 

20  (3)  immunizations,  and 

21  (4)  counseling  on  and  instruction  in — 

22  (A)  diet  and  nutrition, 

23  (B)  reduction  of  stress, 

24  (C)  exercise  and  exercise  programs, 

25  (D)  sleep  regulation, 
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1  (E)  injury  prevention, 

2  (F)  prevention  of  alcohol  and  drug  abuse, 

3  (Gr)  prevention  of  mental  health  disorders, 

4  (H)  self-care,  including  use  of  medication, 

5  and 

6  (I)  reduction  of  smoking. 

7  (c)  Conduct  of  Program. — The  demonstration  pro- 

8  gram  shall — 

9  (1)  be  conducted  under  the  direction  of  accredited 

10  public  or  private  nonprofit  schools  of  public  health; 

11  (2)  be  conducted  in  no  fewer  than  five  sites,  which 

12  sites  shall  be  chosen  so  as  to  be  geographically  diverse 

13  and  shall  be  readily  accessible  to  a  significant  number 

14  of  medicare  beneficiaries; 

15  (3)  involve  community  outreach  efforts  at  each 

16  site  to  enroll  the  maximum  number  of  medicare  benefi- 

17  ciaries  in  the  program;  and 

18  (4)  be  designed — 

19  (A)  to  test  alternative  methods  of  payment 

20  for  preventive  health  services,  including  payment 

21  on  a  prepayment  basis  as  well  as  payment  on  a 

22  fee-for-service  basis, 

23  (B)  to  permit  a  variety  of  appropriate  health 

24  care  providers  to  furnish  preventive  health  serv- 

25  ices,    including    physicians,    health  educators, 
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1  nurses,  allied  health  personnel,  dieticians,  and 

2  clinical  psychologists,  and 

3  (C)  to  facilitate  evaluation  under  subsection 

4  (d). 

5  (d)  Evaluation. — The  Secretary  shall  evaluate  the 

6  demonstration  project  in  order  to  determine — 

7  (1)  the  short-term  and  long-term  costs  and  bene- 

8  fits  of  providing  preventive  health  services  for  medicare 

9  beneficiaries,  including  any  reduction  m  inpatient  serv- 

10  ices  resulting  from  providing  the  services,  and 

11  (2)  what  practical  financhig  mechanisms  exist  to 

12  provide  pajnnent  for  preventive  health  services  under 

13  title  XVm  of  the  Social  Security  Act. 

14  (e)  Reports  to  Congress. — (1)  Not  later  than  three 


15  years  after  the  date  of  the  enactment  of  this  Act,  the  Secre- 

16  tary  shall  submit  a  preliminary  report  to  the  Committee  on 

17  Ways  and  Means  of  the  House  of  Representatives  and  to  the 

18  Committee  on  Finance  of  the  Senate  on  the  progress  made  in 

19  the  demonstration  program,  including  a  description  of  the 

20  sites  at  which  the  program  is  beuig  conducted  and  the  pre- 

21  ventive  health  services  being  provided  at  the  different  sites. 

22  (2)  Not  later  than  five  years  after  the  date  of  the  enact- 

23  ment  of  this  Act,  the  Secretary  shall  submit  a  final  report  to 

24  those  Committees  on  the  demonstration  program  and  shall 

25  include  in  the  report — 


•HR  3128  RH 


90 

1  (A)  the  evaluation  described  in  subsection  (d),  and 

2  (B)  recommendations  for  appropriate  legislative 

3  changes  to  incorporate  payment  for  cost-effective  pre- 

4  ventive  health  services  into  the  medicare  program. 

5  (f)  Funding. — Expenditures  made  for  the  demonstra- 


6  tion  program  shall  be  made  from  the  Federal  Supplementary 

7  Medical  Insurance  Trust  Fund  (established  by  section  1841 

8  of  the  Social  Security  Act).  Grants  and  payments  under  con- 

9  tracts  may  be  made  either  in  advance  or  by  way  of  reim- 

10  bursement,  as  may  be  determined  by  the  Secretary,  and  shall 

11  be  made  in  such  uistallments  and  on  such  conditions  as  the 

12  Secretary  finds  necessary  to  carry  out  the  purpose  of  this 

13  section. 

14  (g)  Waivee  of  Medicaee  Requirements. — The 

15  Secretary  shall  waive  compliance  with  such  requirements  of 

16  title  XVm  of  the  Social  Security  Act  to  the  extent  and  for 

17  the  period  the  Secretary  finds  necessary  for  the  conduct  of 

18  the  demonstration  program. 

19  PART  D— PRIVATE  HEALTH  INSURANCE 

20  CONTINUATION 

21  SEC.  161.  TEMPORARY  EXTENSION  OF  COVERAGE  AT  GROUP 

22  RATES  FOR  FAMILY  MEMBERS  OF  DECEASED, 

23  DIVORCED,  OR  MEDICARE-ELIGIBLE  WORKERS. 

24  (a)  In  Geneeal. — Subsection  (i)  of  section  162  of  the 

25  Internal  Revenue  Code  of  1954  (relating  to  deduction  for 
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1  trade  or  business  expenses  with  respect  to  group  health 

2  plans)  is  amended — 


3  (1)  by  redesignating  paragraph  (2)  as  paragraph 

4  (3);  and 

5  (2)  by  inserting  after  paragraph  (1)  the  following 

6  new  paragraph: 

7  "(2)  Continuation  coveeage. — 

8  "(A)  Requiring  option  of  continuation 

9  COVERAGE      when     QUALIFIED  BENEFICIARY 

10  WOULD  LOSE  COVERAGE. — The  expenses  paid  or 

11  incurred  by  an  employer  for  a  group  health  plan 

12  shall  not  be  allowed  as  a  deduction  under  this  sec- 

13  tion  unless  each  qualified  beneficiary  who  would 

14  lose  coverage  under  the  plan  because  of  a  qualify- 

15  ing  event  is  given,   in  accordance  with  this 

16  paragraph,  the  option  of  electing  continuation  cov- 

17  erage  under  the  plan. 

18  "(B)  Election.— 

19  ''(i)  Election  period. — The  option  of 

20  electing  continuation  coverage  must  be  of- 

21  fered  during  a  period  that — 

22  "(I)  begins  not  later  than  the  ter- 

23  mination  date  (as  defined  in  subpara- 

24  graph  (C)(ii)), 
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1 

"(U.)  is  of  at  least  60  days  dura- 

2 

tion,  and 

3 

'*(in)  ends  not  earlier  than  60 

4 

days  after  the  date  the  qualified  benefi- 

5 

ciary  is  notified  under  subparagraph 

6 

(F)(iv)  or  the  termination  date,  whichev- 

7 

er  date  is  later. 

8 

"(ii)  Effect  of  election  on  other 

9 

BENEFICIARIES. — Uuless  Otherwise  specified 

10 

in  the  election,  any  such  election  by  a  quali- 

11 

fied  beneficiary  described  in  subparagraph 

12 

(G)(ii)(I)  shall  be  deemed  to  include  an  elec- 

13 

tion  of  continuation  coverage  on  behalf  of 

14 

any  other  qualified  beneficiary  whose  cover- 

15 

age  would,  but  for  continuation  coverage 

16 

provided  in  accordance  with  this  paragraph, 

17 

be  affected  by  the  qualifying  event. 

18 

"(C)  Qualifying  event  and  termina- 

19 

tion  DATE. — For  purposes  of  this  paragraph — 

20 

"(i)  A  'qualifying  event'  under  a  group 

21 

health  plan,  with  respect  to  a  covered  em- 

22 

ployee,  is  any  of  the  following  events  if 

23 

coverage  of  a  qualified  beneficiary  under  the 

24 

plan  would,  but  for  continuation  coverage 

25 

provided  in  compliance  with  this  paragraph. 
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1  be  terminated  by  the  occurrence   of  the 

2  event: 

3  "(I)  The  death  of  the  covered  em- 

4  ployee. 

5  "(II)  The  divorce  or  separation  of 

6  the  covered  employee  from  the  employ- 

7  ee's  spouse. 

8  "(in)  The  covered  employee  be- 

9  commg  entitled  to  benefits  under  title 

10  XVm  of  the  Social  Security  Act. 

11  "(ii)  The  term  'termination  date'  means, 

12  with  respect  to  a  qualifying  event,  the  date 

13  on  which  coverage  of  a  qualified  beneficiary 

14  under  a  group  health  plan  would  be  termi- 

15  nated  under  the  plan  but  for  continuation 

16  coverage  provided  in  compliance  with  this 

17  paragraph. 

18  "(D)  Terms  of  continuation  cover- 

19  AGE. — Any  continuation  coverage  elected  by  or 

20  on  behalf  of  a  qualified  beneficiary  shall  meet  the 

21  following  requirements: 

22  "(i)  No  REQUIREMENT  OF  INSURABIL- 

23  ITY. — The  coverage  may  not  be  conditioned 

24  upon,  or  discriminate  on  the  basis  of  lack  of, 

25  evidence  of  insurability. 
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1  "(ii)  Continued  benefits. — The  cov- 

2  erage  shall  consist  of  coverage  which  is  iden- 

3  tical  to  the  coverage  provided  under  the  plan 

4  to  similarly  situated  beneficiaries  under  the 

5  plan  with  respect  to  whom  a  qualifying  event 

6  has  not  occurred. 

7  "(iii)  Peeiod  of  continued  covee- 

8  AGE. — The  coverage  shall  be  for  a  period 

9  commencing  upon  the  termination  date  and 

10  ending  not  earlier  than  the  earliest  of  the 

1 1  following: 

12  "(I)  Maximum  of  five  yeaes. — 

13  Five  years  after  the  termination  date. 

14  "(H)  End  of  plan. — The  date  on 

15  which  the  employer  ceases  to  provide 

16  any  group  health  plan  to  employees. 

17  "(rH)  Failuee  to  pay  peemi- 

18  ums. — The  date  on  which  there  is  a 

19  failure  in  making  timely  payment  of  any 

20  premium  required  under  the  plan  with 

21  respect  to  the  qualified  beneficiary. 

22  "(IV)  Reemployment  oe  medi- 

23  CAEE    eligibility. — The    date  on 

24  which  the  qualified  beneficiary  first  be- 

25  comes  or  could  become,  after  the  date 
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1  of  the  election,  a  covered  employee 

2  under  any  other  group  health  plan  or 

3  becomes  entitled  to  benefits  under  title 

4  XYm  of  the  Social  Security  Act. 

5  "(V)  Remaeeiage  of  spouse. — 

6  In  the  case  of  a  qualified  beneficiary  de- 

7  scribed  in  subparagraph  (G)(ii)(I),  the 

8  date  on  which  the  beneficiary  remarries 

9  and  becomes  (or  could  become)  covered 

10  under  a  group  health  plan  as  the  spouse 

11  of  a  covered  employee. 

12  "(VI)   Child  tuening  majoe- 

13  ITY. — In  the  case  of  an  individual  who 

14  is  a  qualified  beneficiary  by  reason  of 

15  having  been  a  covered  dependent  child 

16  of  a  covered  employee,  the  date  on 

17  which  the  individual  ceases  to  be  a  cov- 

18  ered  dependent  child  of  the  covered 

19  employee. 

20  "(iv)   Conveesion   option. — In  the 

21  case  of  a  qualified  beneficiary  whose  period 

22  of  continued  coverage  expires  under  clause 

23  (iii)(I),  the  plan  must  provide  to  the  benefici- 

24  ary,  during  the  180-day  period  ending  on  the 

25  date  of  expiration  of  the  period  of  continued 
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1  coverage,  the  option  of  enrollment  under  a 

2  conversion  health  plan  otherwise  generally 

3  available  to  beneficiaries  under  the  plan. 

4  "(E)  Peemiums  for  continuation  cov- 

5  EEAGE. — 

6  "(i)    Amount. — The    total  premium 

7  charged  by  a  group  health  plan  with  respect 

8  to  any  qualified  beneficiary  for  continuation 

9  coverage  under  the  plan  shall  not  exceed  the 

10  sum  of  employer  premiums  and  employee 

11  premiums  generally  charged  with  respect  to 

12  coverage  under  the  plan  of  similarly  situated 

13  beneficiaries  with  respect  to  whom  a  qualify- 

14  ing  event  has  not  occurred.  The  total  of  all 

15  premiums  charged  by  the  plan  in  any  plan 

16  year  may  be  based  upon  reasonably  antici- 

17  pated  community  costs  for  such  plan  year  of 

18  the  entire  pool  of  covered  employees  and 

19  other  beneficiaries  under  the  plan,  including 

20  qualified  beneficiaries  receiving  continuation 

21  coverage    under    the    plan    under  this 

22  paragraph. 

23  "(ii)  Payments. — The  plan  may  pro- 

24  vide  for  payment  of  the  total  premium  by  the 

25  qualified  beneficiary  receiving  such  coverage. 
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1  or  for  payment  of  all  or  part  of  such  premi- 

2  um  by  the  employer  or  other  party  and  pay- 

3  ment  of  the  remainder  of  such  premium  by 

4  such  beneficiary.  The  plan  shall  provide  for 

5  payment  of  any  premium  by  a  qualified  bene- 

6  ficiary  in  monthly  installments  if  so  elected 

7  by  the  beneficiary.  If  an  election  is  made 

8  during  an  election  period  but  after  the  termi- 

9  nation  date,  the  plan  shall  permit  payment  of 

10  any    premium    for    continuation  coverage 

11  during  the  preceding  period  to  be  made 

12  within  45  days  of  the  date  of  the  election. 

13  ''(iii)  Premium  defined. — As  used  in 

14  this  subparagraph,  the  term  'premium'  means 

15  any  amount  payable  vdth  respect  to  the  pro- 

16  vision  of  coverage  under  a  group  health  plan. 

17  *'(F)  Notice  eequieements. — In  accord- 

18  ance  with  regulations  of  the  Secretary — 

19  **(i)  the  group  health  plan  must  provide, 

20  at  the  time  of  commencement  of  coverage 

21  under  the  plan,  for  written  notice  to  each 

22  covered  employee  and  spouse  of  the  em- 

23  ployee  (if  any)  of  the  rights  provided  under 

24  this  paragraph; 
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1  "(ii)  the  employer  of  an  employee  mider 

2  the  plan  must  notify  the  group  health  plan 

3  administrator  if  the  employee  dies; 

4  "(iii)  each  covered  employee  is  responsi- 

5  ble  for  notifying  the  group  health  plan  ad- 

6  mulistrator  of  the  occurrence  of  any  qualify- 

7  ing  event  (other  than  that  described  in  sub- 

8  paragraph  (C)(i)(I))  respecting  that  employee; 

9  and 

10  "(iv)  the  group  health  plan  administra- 

11  tor  must  notify  each  qualified  beneficiary, 

12  within  a  period  of  14  days  after  the  date  the 

13  administrator  is  notified  concerning  the  oc- 

14  currence  of  a  qualifying  event  affecting  that 

15  beneficiary,  of — 

16  "(I)  the  termination  date  with  re- 

17  spect  to  the  beneficiary,  and 

18  "(n)  the  beneficiary's  right  to  elect 

19  contuiuation  coverage  under  this  para- 

20  graph  and  the  election  period  estab- 

21  Hshed  under  subparagraph  (B)(i)  during 

22  which  the  beneficiary  can  exercise  that  ' 

23  right. 

24  "(G)  Definitions. — For  purposes  of  this 

25  paragraph — 
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1  "(i)  Covered  employee. — The  term 

2  'covered  employee'  means  an  individual  who 

3  is  (or  was)  provided  coverage  under  a  group 

4  health  plan  by  virtue  of  the  individual's  em- 

5  ployment  or  previous  employment  with  an 

6  employer. 

7  ''(ii)   Qualified  beneficiaey. — The 

8  term  'qualified  beneficiary'  means,  with  re- 

9  spect  to  a  covered  employee  under  a  group 

10  health  plan,  any  other  individual  who,  on  the 

11  date  before  the  date  of  a  qualifying  event  for 

12  that  employee — 

13  "(I)  is  a  beneficiary  under  the  plan 

14  as  the  spouse  of  the  employee  and  has 

15  been  married  to  the  employee  for  at 

16  least  the  immediately  preceding  30-day 

17  period,  or 

18  "(n)  is  a  beneficiary  under  the 

19  plan  as  a  covered  dependent  child  of  the 

20  employee. 

21  "(iii)  Covered  dependent  child. — 

22  The  term  'covered  dependent  child'  means, 

23  with  respect  to  a  covered  employee,  an  indi- 

24  vidual  who  meets  the  generally  applicable 

25  requirements  of  the  plan  for  treatment  as  a 
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1  dependent  child  covered  under  the  plan  by 

2  reason  of  the  coverage  of  the  employee 

3  under  the  plan. 

4  "(iv)  GrEOUP  HEALTH  PLAN  ADMINIS- 

5  TRATOE. — The   term    'group   health  plan 

6  administrator'  means,  in  connection  with  a 

7  group  health  plan,  any  person  who  provides 

8  for  administrative  functions  relating  to  enroll- 

9  ment  of  individuals  under  the  plan.  For  pur- 

10  poses  of  this  subparagraph,  the  term  'person' 

11  includes  one  or  more  individuals,  govem- 

12  ments  or  agencies  of  the  United  States  or 

13  any  State  or  pohtical  subdivision  thereof, 

14  labor  unions,  partnerships,  associations,  cor- 

15  porations,  legal  representatives,  mutual  com- 

16  panics,  joint  ventures,  joint  stock  companies, 

17  societies,   trusts,   unincorporated  organiza- 

18  tions,  trustees,  trustees  in  bankruptcy,  re- 

19  ceivers,  and  fiduciaries.". 

20  (b)  CoNFOEMiNG  AMENDMENT. — Paragraph  (1)  of  sec- 

21  tion  162(i)  of  such  Code  is  amended  by  striking  out  "Gbner- 

22  AL  eule"  and  inserting  in  lieu  thereof  "Coveeage  eelat- 

23  ING  TO  end  stage  eenal  disease". 

24  (c)  Effective  Dates. — 
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1  (1)  General  rule. — The  amendments  made  by 

2  this  section  shall  apply  to  plan  years  beginning  on  or 

3  after  January  1,  1986. 

4  (2)  Special  rule  for  collective  bargaining 

5  AGREEMENTS. — In  the  case  of  a  group  health  plan 

6  maintained  pursuant  to  one  or  more  collective  bargain- 

7  ing  agreements  between  employee  representatives  and 

8  one  or  more  employers  ratified  before  the  date  of  the 

9  enactment  of  this  Act,  the  amendments  made  by  this 

10  section  shall  not  apply  to  plan  years  beginning  before 

11  the  earlier  of — 

12  (A)  the  date  on  which  the  last  of  the  collec- 

13  tive  bargaining  agreements  relating  to  the  plan 

14  terminates  (determined  without  regard  to  any  ex- 

15  tension  thereof  agreed  to  after  the  date  of  the 

16  enactment  of  this  Act),  or 

17  (B)  January  1,  1987. 

18  For  purposes  of  subparagraph  (A),  any  plan  amend- 

19  ment  made  pursuant  to  a  collective  bargaining  agree- 

20  ment  relating  to  the  plan  which  amends  the  plan  solely 

21  to  conform  to  any  requirement  added  by  this  section 

22  shall  not  be  treated  as  a  termination  of  such  collective 

23  bargaining  agreement. 

24  (d)  Notification  to  Covered  Employees. — At  the 


25  time  that  the  amendments  made  by  this  section  apply  to  a 
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1  group  health  plan  described  m  section  162(i)  of  the  Internal 

2  Revenue  Code  of  1954,  the  plan  shall  notify  each  covered 

3  employee,  and  spouse  of  the  employee  (if  any),  who  is  cov- 

4  ered  under  the  plan  at  that  time  of  the  continuation  coverage 

5  required  under  paragraph  (2)  of  that  section.  The  notice  fur- 

6  nished  under  this  subsection  is  in  lieu  of  notice  that  may  oth- 

7  erwise  be  required  under  paragraph  (2)(r)(i)  of  that  section. 

8  TITLE  II— TRADE  AND  CUSTOMS 

9  LAWS  AMENDMENTS 

Pabt  a — Trade  Adjustment  Assistance 

subpaet  1 — woekee  adjustment  assistance 

Sec.  201.  Group  eligibility  requirements. 

Sec.  202.  Qualifying  requirements. 

Sec.  203.  Limitations  on  trade  readjustment  allowances. 

Sec.  204.  Worker  training. 

Sec.  205.  Agreements  with  States  regarding  training. 

SUBPART  2 — FIEM  ADJUSTMENT  ASSISTANCE 


Sec. 

211. 

Petitions. 

Sec. 

212. 

Approval  of  adjustment  proposals. 

Sec. 

213. 

Technical  assistance. 

Sec. 

214. 

Financial  assistance. 

Sec. 

215. 

Protective  provisions. 

SUBPAET  3 — EXTENSION  OF  TRADE  ADJUSTMENT  ASSISTANCE 

Sec.  221.  Extension  of  adjustment  assistance  for  workers  and  firms. 

SUBPART  4 — EFFECTIVE  DATES 

Sec.  231.  Effective  dates. 

Part  B — Authorization  of  Appropriations  for  Trade  and  Customs 

Agencies 

Sec.  241.  United  States  International  Trade  Commission. 
Sec.  242.  United  States  Customs  Service. 
Sec.  243.  United  States  Trade  Representative. 

Part  C — Usee  Fees  foe  Customs  Seevices 

Sec.  251.  Fees  to  offset  expenses  incurred  in  processing  arrivals  in  the  United 
States. 

Sec.  252.  Conforming  amendments. 
Sec.  253.  Advisory  committee. 
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Sec.  254.  Effective  period  for  fees. 

1  PART  A— TRADE  ADJUSTMENT  ASSISTANCE 

2  Subpart  1 — Worker  Adjustment  Assistance 

3  SEC.  201.  GROUP  ELIGIBILITY  REQUIREMENTS. 

4  Section  222  of  the  Trade  Act  of  1974  (19  U.S.C.  2272) 

5  is  amended  to  read  as  follows: 

6  "SEC.  222.  GROUP  ELIGIBILITY  REQUIREMENTS. 

7  "The  Secretary  shall  certify  a  group  of  workers  as  eligi- 

8  ble  to  apply  for  adjustment  assistance  under  this  part  if  he 

9  determines — 

10  ''(1)  that— 

11  "(A)  a  significant  number  or  proportion  of 

12  the  workers  in  such  workers'  firm  or  an  appropri- 

13  ate  subdivision  of  the  firm  have  become  totally  or 

14  partially  separated,  or  are  threatened  to  become 

15  totally  or  partially  separated, 

16  "(B)  sales  or  production,  or  both,  of  such 

17  firm  or  subdivision  have  decreased  absolutely,  and 

18  "(C)  increases  of  imports  of  articles  like  or 

19  directly  competitive  vdth  articles  produced  by 

20  such  workers'  firm  or  an  appropriate  subdivision 

21  thereof  contributed  importantly  to  such  total  or 

22  partial  separation,  or  threat  thereof,  and  to  such 

23  decline  in  sales  or  production;  or 

24  "(2)  that  a  significant  number  or  proportion  of  the 

25  workers  in  such  workers'  firm  (if  the  firm  has  no  subdi- 
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1  vision)  or  subdivision  of  a  firm  have  become  totally  or 

2  partially  separated,  or  are  threatened  to  become  totally 

3  or  partially  separated,  by  reason  of  the  relocation  of 

4  the  production  functions  of  that  firm  or  subdivision  to  a 

5  foreign  country  or  instrumentality. 

6  For  purposes  of  paragraph  (1)(C),  the  term  'contributed  im- 

7  portantly'  means  a  cause  which  is  important  but  not  neces- 

8  sarily  more  important  than  any  other  cause.". 

9  SEC.  202.  QUALIFYING  REQUIREMENTS. 

10  The  last  sentence  of  section  231(a)(2)  of  the  Trade  Act 

11  of  1974  (19  U.S.C.  2291(a)(2))  is  amended  by  striking  out  all 

12  that  follows  after  subparagraph  (C)  and  insertmg  in  lieu 

13  thereof  ''shall  be  treated  as  a  week  of  employment  at  wages 

14  of  $30  or  more,  but  not  more  than  7  weeks,  m  case  of  weeks 

15  described  in  paragraph  (A)  or  (C),  or  both,  may  be  treated  as 

16  weeks  of  employment  under  this  sentence.". 

17  SEC.  203.  LIMITATIONS  ON  TRADE  READJUSTMENT  ALLOW- 

18  ANCES. 

19  Section  233(a)(2)  of  the  Trade  Act  of  1974  (19  U.S.C. 

20  2293(a)(2))  is  amended  by  striking  out  "52-week  period"  and 

21  inserting  "104-week  period". 

22  SEC.  204.  WORKER  TRAINING. 

23  Section  236(a)(1)  of  the  Trade  Act  of  1974  (19  U.S.C. 

24  2296(a)(1))  is  amended  by  adding  at  the  end  thereof  the  fol- 

25  lowing  new  sentence:  "For  purposes  of  applying  subpara- 
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1  graph  (C),  a  reasonable  expectation  of  employment  does  not 

2  require  that  employment  opportunities  for  a  worker  be  avail- 

3  able,  or  offered,  immediately  upon  the  completion  of  training 

4  under  this  section.". 

5  SEC.  205.  AGREEMENTS  WITH  STATES  REGARDING  TRAINING. 


6  Section  239(a)  of  the  Trade  Act  of  1974  (19  U.S.C. 

7  2311(a))  is  amended— 

8  (1)  by  inserting  "(1)"  immediately  after  ''(a)"; 

9  (2)  by  redesignating  paragraphs  (1),  (2),  and  (3)  as 

10  subparagraphs  (A),  (B),  and  (C),  respectively; 

11  (3)  by  amending  subparagraph  (B)  (as  so  redesig- 

12  nated)  to  read  as  follows:  "(B)  where  appropriate,  but 

13  in  accordance  with  paragraph  (2),  will  afford  adversely 

14  affected  workers  testing,  counseling,  referred  to  train- 

15  ing,  and  placement  services,  and";  and 

16  (4)  by  adding  at  the  end  thereof  the  following  new 

17  paragraph: 

18  "(2)  Each  cooperating  State  agency  must,  in  carrying 

19  out  paragraph  (1)(B) — 

20  "(A)  advise  each  adversely  affected  worker  to 

21  apply  for  training  under  section  236(a)  at  the  time  the 

22  worker  makes  application  for  trade  readjustment  allow- 

23  ances  (but  failure  of  the  worker  to  do  so  may  not  be 

24  treated  as  cause  for  denial  of  those  allowances);  and 
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1  "(B)  within  60  days  after  application  for  training 

2  is  made  by  the  worker,  interview  the  adversely  affected 

3  worker  regarding,  and  rcAriew,  suitable  training  oppor- 

4  tunities  available  to  the  worker  under  section  236.". 

5  Subpart  2 — Firm  Adjustment  Assistance 

6  SEC.  211.  PETITIONS. 

7  Section  251(c)(2)  of  the  Trade  Act  of  1974  (19  U.S.C. 

8  2341(c)(2))  is  amended  to  read  as  follows: 

9  "(2)  sales  or  production,  or  both — 

10  "(A)  of  the  firm  have  decreased  absolutely, 

11  or 

12  "(B)  of  an  article  that  accounted  for  not  less 

13  than  25  percent  of  the  total  production  or  sales  of 

14  the  firm  during  the  12-month  period  preceding  the 

15  most  recent  12-month  period  for  which  data  are 

16  available  have  decreased  absolutely,  and". 

17  SEC.  212.  APPROVAL  OF  ADJUSTMENT  PROPOSALS. 

18  Section  252  of  the  Trade  Act  of  1974  (19  U.S.C.  2342) 

19  is  amended — 

20  (1)  by  amending  the  second  sentence  of  subsection 

21  (b)(1)  by  striking  out  "adjustment  assistance"  and  in- 

22  serting  in  lieu  thereof  "technical  assistance  under  sec- 

23  tion  253(a)(3)  or  financial  assistance  under  section 

24  254";  and 
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1  (2)  by  striking  out  subsection  (c)  and  redesignating 

2  subsection  (d)  as  subsection  (c). 

3  SEC.  213.  TECHNICAL  ASSISTANCE. 

4  Section  253(b)(2)  of  the  Trade  Act  of  1974  (19  U.S.C. 

5  2343(b)(2))  is  amended  by  inserting  "to  a  certified  firm  in  the 

6  implementation  of  its  adjustment  proposal"  immediately  after 

7  "furnished". 

8  SEC.  214.  FINANCIAL  ASSISTANCE. 

9  Section  254(b)  of  the  Trade  Act  of  1974  (19  U.S.C. 

10  2344(b))  is  amended  by  inserting      either  through  a  single 

11  loan  or  a  combination  of  loans,"  immediately  before  "to  the 

12  firm — "  in  subsection  (b). 

13  SEC.  215.  PROTECTIVE  PROVISIONS. 

14  Section  258(d)  of  the  Trade  Act  of  1974  (19  U.S.C. 

15  2348(d))  is  amended  by  striking  out  "them  and". 

16  Subpart  3 — Extension  of  Trade  Adjustment  Assistance 

17  SEC.   221.  EXTENSION  OF  ADJUSTMENT  ASSISTANCE  FOR 

18  WORKERS  AND  FIRMS. 

19  Section  285  of  the  Trade  Act  of  1974  (19  U.S.C.  note 

20  preceding  2271)  is  amended  by  striking  out  "September  30, 

21  1985"  and  inserting  in  lieu  thereof  "September  30,  1989". 
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1  Subpart  4 — Effective  Dates 

2  SEC.  231.  EFFECTIVE  DATES. 

3  (a)  In  Genbeal. — Except  as  provided  in  subsection  (b), 

4  the  amendments  made  by  this  part  shall  take  effect  October 

5  1,  1985. 

6  (b)  Special  Peovisions. — (1)  The  amendments  made 

7  by  sections  201,  202,  and  211  shall  apply  with  respect  to  all 

8  petitions  for  certification  filed  after  September  30,  1985, 

9  under  section  221  or  251,  as  the  case  may  be,  of  the  Trade 

10  Act  of  1974. 

11  (2)  The  amendment  made  by  section  204  shall  apply 

12  with  respect  to  workers  covered  under  certifications  issued 

13  under  section  222  of  such  Act  of  1974  after  September  30, 

14  1985. 

15  PART  B— AUTHORIZATION  OF  APPROPRIATIONS 

16  FOR  TRADE  AND  CUSTOMS  AGENCIES 

17  SEC.  241.  UNITED  STATES  INTERNATIONAL  TRADE  COMMIS- 

18  SIGN. 

19  The  first  sentence  of  paragraph  (2)  of  section  330(e)  of 

20  the  Tariff  Act  of  1930  (19  U.S.C.  1330(e)(2))  is  amended  to 

21  read  as  follows:  "There  are  authorized  to  be  appropriated  to 

22  the  Commission  for  necessary  expenses  (including  the  rental 

23  of  conference  rooms  in  the  District  of  Columbia  and  else- 

24  where)  for  fiscal  year  1986  not  to  exceed  $28,901,000;  of 

25  which  not  to  exceed  $2,500  may  be  used,  subject  to  approval 
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1  by  the  Chairman  of  the  Commission,  for  reception  and  enter- 

2  tainment  expenses.". 

3  SEC.  242.  UNITED  STATES  CUSTOMS  SERVICE. 

4  (a)  AuTHOEiZATiON  OF  AppEOPRiATiONS. — Section 

5  301  of  the  Customs  Procedural  Eeform  and  Simplification 

6  Act  of  1978  (19  U.S.C.  2075)  is  amended  as  follows: 

7  (1)  Subsection  (b)  is  amended  to  read  as  follows: 

8  "(b)(1)  There  are  authorized  to  be  appropriated  to  the 

9  Department  of  the  Treasury  not  to  exceed  $769,067,000  for 

10  the  salaries  and  expenses  of  the  United  States  Customs  Serv- 

11  ice  for  fiscal  year  1986;  of  which — 

12  "(A)  $27,900,000  is  for  the  addition  of  500  in- 

13  spectors,  150  import  specialists,  100  customs  patrol  of- 

14  ficers,  and  50  special  agents; 

15  "(B)  $50,425,000  is  for  the  operation  and  mainte- 

16  nance  of  the  air  interdiction  program  of  the  Service; 

17  and 

18  "(C)  not  to  exceed  $14,000,000  is  for  the  imple- 

19  mentation  of  the  'Operation  EXODUS'  program  and 

20  any  related  program  designed  to  enforce  or  monitor 

21  export  controls  under  the  Export  Administration  Act  of 

22  1979. 

23  "(2)  No  part  of  any  sum  that  is  appropriated  under  the 

24  authority  of  paragraph  (1)  may  be  used  to  close  any  port  of 

25  entry  at  which,  during  fiscal  year  1985 — 


•  HR  3128  RH 


110 

1  "(A)  not  less  than  2,500  merchandise  entries  (in- 

2  eluding  informal  entries)  were  made;  and 

3  "(B)  not  less  than  $1,500,000  in  customs  reve- 

4  nues  were  assessed. 

5  "(3)(A)  No  part  of  any  sum  that  is  appropriated  under 

6  the  authority  of  paragraph  (1)  may  be  used  for  further  re- 

7  search  and  development  or  acquisition  of  F-15  avionics  for 

8  the  P-3  aircraft  and  related  equipment  untU  60  days  after 

9  the  Committee  on  Ways  and  Means  and  the  Committee  on 

10  Finance  have  received  from  the  Secretary  of  the  Treasury  a 

11  written  comparative  assessment  of  the  suitability  of  the  P-3, 

12  E-2,  or  other  appropriate  aircraft  for  use  by  the  Customs 

13  Service  in  its  air  drug  interdiction  program.  Such  assessment, 

14  which  the  Secretary  may  not  submit  to  the  Committees  until 

15  the  General  Accounting  Office  study  required  under  para- 

16  graph  (6)  is  completed,  shall  include  life  cycle  costs. 

17  "(B)  Acquisition  of  additional  aircraft  for  use  by  the 

18  Customs  Service  for  its  air  drug  interdiction  program  after 

19  completion  of  the  assessment  required  under  subparagraph 

20  (A)  shall  be  subject  to  competitive  bidding  through  the  use  of 

21  the  normal  'request  for  proposal'  process. 

22  "(4)  No  part  of  any  sum  that  is  appropriated  under  the 

23  authority  of  paragraph  (1)  may  be  used  to  consolidate  the 

24  drawback  liquidation  centers  within  the  Customs  Service  to 

25  less  than  4  such  centers.  If  a  consoHdation  is  undertaken,  the 
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1  Commissioner  of  Customs  shall  select  the  location  of  the  cen- 

2  ters  after  taking  into  account  the  drawback  volume  at,  and 

3  the  geographic  dispersion  of,  the  respective  centers  being 

4  considered  for  consolidation. 

5  "(5)  In  addition  to  any  sum  authorized  to  be  appropri- 

6  ated  under  paragraph  (1),  there  are  authorized  to  be  appro- 

7  priated  to  the  Department  of  the  Treasury  for  fiscal  year 

8  1986— 

9  "(A)  not  to  exceed  $8,000,000  from  the  Customs 

10  Forfeitiu*e  Fund  for  the  making  of  payments  under  sec- 

11  tion  613A  of  the  Tariff  Act  of  1930  (19  U.S.C. 

12  1613b),  of  which  not  to  exceed  $5,000,000  may  be 

13  used  for  the  modification  of  aircraft  (whether  or  not 

14  aircraft  described  in  subsection  (a)(5)  of  that  section) 

15  for  drug  interdiction;  and 

16  "(B)  from  the  Treasury  account  estabhshed  under 

17  section  236  of  the  Trade  and  Tariff  Act  of  1984  (19 

18  U.S.C.  58b)  such  sums  as  may  be  necessary  for  the 

19  provision  of  customs  services  at  airports  under  that 

20  section,  but  not  to  exceed  $75,000  for  each  such  air- 

21  port.;  and 

22  "(6)  As  soon  as  possible  after  the  date  of  the  enactment 

23  of  this  paragraph,  but  not  later  than  12  months  after  that 

24  date,  the  General  Accounting  Office  shall  complete,  and 

25  submit  to  the  Committee  on  Ways  and  Means  and  the  Com- 
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1  mittee  on  Finance,  a  study  that  evaluates  the  air  detection 

2  and  interdiction  capability  of  the  Customs  Service,  including 

3  assets,  geographic  dispersal,  costs  of  operation,  procurement 

4  practices,  and  the  services  and  equipment  provided  by  other 

5  Federal  agencies.  Within  6  months  after  commencing  the 

6  study,  the  General  Accounting  Office  shall  consult  with  the 

7  Committees  on  the  progress  of  the  study.";  and 

8  (2)  by  adding  at  the  end  thereof  the  following  new 

9  subsection: 

10  "(f)  Use  op  Savings  Eesulting  Feom  Administea- 

11  TiVE  Consolidations. — If  savings  in  salaries  and  expenses 

12  result  from  the  consolidation  of  administrative  functions 

13  within  the  Customs  Service,  the  Commissioner  of  Customs 

14  shall  apply  those  savings,  to  the  extent  they  are  not  needed 

15  to  meet  emergency  requirements  of  the  Service,  to  strength- 

16  ening  the  commercial  operations  of  the  Service  by  increasing 

17  the  number  of  inspector,  import  speciaHst,  patrol  officer,  and 

18  other  line  operational  positions.". 

19  (b)    Elimination    of    Sureties    on  Customs 

20  Bonds. — (1)  The  Commissioner  of  Customs  may  not  publish, 

21  nor  take  any  other  action  to  give  force  and  effect  to,  any  final 

22  rule  that  would  revise  any  provision  in  19  CFE,  part  113  or 

23  section  142.4  (as  in  effect  on  March  1,  1984)  relating  to  the 

24  requirement  for  sureties  on  customs  bonds — 
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1  (A)  unless  the  Commissioner  submits  to  the  Oom- 

2  mittee  on  Ways  and  Means  of  the  House  of  Represent- 

3  atives  and  the  Committee  on  Finance  of  the  Senate,  on 

4  the  same  day,  a  report  containing — 

5  (i)  the  text  of  the  draft  final  rule; 

6  (ii)  an  analysis  of  the  revenue  impact  of  the 

7  rule; 

8  (iii)  a  regulatory  impact  analysis; 

9  (iv)  the  estimated  cost  benefit  of  the  rule  to 

10  the  Customs  Service  and  to  the  importing  commu- 

11  nity,  and  an  explanation  in  support  of  those  esti- 

12  mates;  and 

13  (v)  a  justification  for  each  revision  to  be  ef- 

14  fected  by  the  rule;  and 

15  (B)  until  the  close  of  the  first  period  of  90  calen- 

16  dar  days  of  continuous  session  of  Congress  occurring 

17  after  the  date  on  which  the  report  is  submitted  under 

18  subparagraph  (A). 

19  SEC.  243.  UNITED  STATES  TRADE  REPRESENTATIVE. 

20  Section  141  of  the  Trade  Act  of  1974  (19  U.S.C.  2171) 

21  is  amended — 

22  (1)  by  inserting  before  the  semicolon  at  the  end  of 

23  subsection  (d)(1)  the  following:      except  that  not  more 

24  than  20  individuals  may  be  employed  without  regard  to 

25  any  provision  of  law  regulating  the  employment  or 
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1  compensation  at  rates  not  to  exceed  the  rate  of  pay  for 

2  level  IV  of  the  Executive  Schedule  in  section  5314  of 

3  title  5,  United  States  Code";  and 

4  (2)  by  amending  subsection  (f)(1) — 

5  (A)  by  striking  out  "$14,179,000  for  fiscal 

6  year    1985"    and    inserting    hi    lieu  thereof 

7  "$13,582,000  for  fiscal  year  1986",  and 

8  (B)  by  strikmg  out  "$80,000"  and  msertmg 

9  m  lieu  thereof  "$68,000". 

10  PART  C— USER  FEES  FOR  CUSTOMS  SERVICES 

11  SEC.  251.  FEES  TO  OFFSET  EXPENSES  INCURRED  IN  PROCESS- 

12  ING  ARRIVALS  IN  THE  UNITED  STATES. 

13  Section  214  of  the  Customs  Procedural  Reform  and 

14  Sunplification  Act  of  1978  (19  U.S.C.  58a)  is  amended  to 

15  read  as  follows: 

16  "Sec.  214.  (a)  The  Secretary  of  the  Treasury  shall 

17  charge  and  collect  the  following  fees  to  cover  the  expenses 

18  incurred  by  the  Customs  Service  in  processing  arrivals  at 

19  ports  of  entry  m  the  customs  territory  of  the  United  States: 

20  "(1)  For  the  arrival  of  a  commercial  vessel  of  100 

21  or  more  tons,  $425. 

22  "(2)  For  the  arrival  of  a  commercial  truck,  $5. 

23  "(3)  For  the  arrival  of  a  railroad  car,  whether 

24  passenger  or  freight,  $5. 
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1  "(4)  For  all  arrivals  made  during  a  calendar  year 

2  by  a  private  aircraft  or  private  vessel,  $25. 

3  "(5)  For  the  arrival  in  the  United  States  of  each 

4  passenger  aboard  a  commercial  vessel  or  commercial 

5  aircraft  from  a  place  outside  the  United  States  other 

6  than  a  place  described  in  paragraph  (6),  $5. 

7  "(6)  For  the  arrival  in  the  United  States  of  each 

8  passenger  aboard  a  commercial  vessel,  commercial  air- 

9  craft,  or  train  from  Canada,  Mexico,  a  territory  or  pos- 

10  session  of  the  United  States,  or  any  island  that  is  an 

11  adjacent  island  within  the  meaning  of  section  101(b)(5) 

12  of  the  Immigration  and  Nationality  Act  (8  U.S.C. 

13  1101(b)(5)),  $1. 

14  "(b)  Each  person  providing  transportation  for  hire  by 

15  vessel,  aircraft,  or  train  shall — 

16  **(1)  separately  identify  the  fee  charged  under  sub- 

17  section  (a)(5)  or  (6),  as  the  case  may  be,  as  a  Federal 

18  mspection  fee  on  the  document  or  ticket  issued  to  each 

19  passenger  for  that  transportation; 

20  "(2)  collect  the  fee  from  the  passenger  at  the  time 

21  the  documentation  or  ticket  is  purchased;  and 

22  "(3)  remit  to  the  Secretary  the  fees  collected 

23  under  paragraph  (2)  during  each  calendar  quarter 

24  before  the  31st  day  after  the  last  day  of  that  quarter. 
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1  "(c)  Except  with  respect  to  those  services  for  which  fees 

2  are  imposed  under  subsection  (a),  the  Secretary  of  the  Treas- 

3  ury  may  charge  such  fees  as  may  be  necessary  to  cover  the 

4  costs  of  providing  those  services  which  customs  officers  were 

5  authorized  to  provide  under  subsection  (a),  as  in  effect  before 

6  the  date  of  the  enactment  of  this  subsection. 

7  "(d)  Notwithstanding  any  other  provision  of  law,  the 

8  customs  services  required  to  be  provided  to  passengers  upon 

9  arrival  in  the  United  States  on  scheduled  airline  flights  shall 

10  be  adequately  provided  when  and  where  needed  at  no  cost  to 

11  airlines  and  airline  passengers  other  than  the  fees  imposed 

12  under  subsection  (a). 

13  "(e)  The  receipts  for  reimbursable  charges,  including 

14  those  collected  under  subsection  (a),  and  expenses  which 

15  have  been  paid  for  out  of  any  appropriation  for  collecting  the 

16  revenue  from  customs  that  are  covered  into  the  Treasury  as 

17  miscellaneous  receipts  under  the  first  section  of  the  Act  of 

18  March  4,  1907  (19  U.S.C.  527),  shall  be  placed  in  a  proprie- 

19  tary  account." 

20  SEC.  252.  CONFORMING  AMENDMENTS. 

21  (a)  Repeal  of  Appropeiation  Refund  Author- 

22  ITY.— Section  524  of  the  Tariff  Act  of  1930  (19  U.S.C. 

23  1524)  is  repealed. 
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1  (b)  Rail  Passenger  Service  Act. — Section  305(i)  of 

2  the  Eail  Passenger  Service  Act,  as  amended  (45  TJ.S.C. 

3  545(i)),  is  amended  by  striking  out  the  last  sentence  thereof. 

4  (c)  Airport  and  Airway  Development  Act  of 

5  1970. — Section  53(e)  of  the  Airport  and  Airway  Develop- 

6  ment  Act  of  1970  (49  U.S.C.  App.  1741(e))  is  repealed. 

7  SEC.  253.  ADVISORY  COMMITTEE. 

8  In  accordance  with  the  provisions  of  the  Federal  Advi- 

9  sory  Committee  Act,  the  Secretary  of  the  Treasury  shall  es- 

10  tablish  an  advisory  committee,  whose  membership  shall  con- 

11  sist  of  representatives  from  the  airline,  shipping,  and  other 

12  transportation  industries,  the  general  public,  and  others  who 

13  may  be  subject  to  any  fee  or  charge  (1)  authorized  by  law,  or 

14  (2)  proposed  by  the  Customs  Service  for  the  purpose  of  cov- 

15  ering  expenses  incurred  by  the  Customs  Service.  The  adviso- 

16  ry  committee  shall  meet  on  a  periodic  basis  and  shall  advise 

17  the  Secretary  on  issues  related  to  the  performance  of  the 

18  customs  services.  This  advice  shall  include,  but  not  be  limited 

19  to,  such  issues  as  the  time  periods  during  which  such  services 

20  should  be  performed,  the  proper  number  and  deployment  of 

21  mspection  officers,  the  level  of  fees,  and  the  appropriateness 

22  of  any  proposed  fee.  The  Secretary  shall  give  substantial  con- 

23  sideration  to  the  views  of  the  advisory  committee  in  the  exer- 

24  cise  of  his  duties. 
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1  SEC.  254.  EFFECTIVE  PERIOD  FOR  FEES. 

2  The  fees  authorized  under  section  214(a)  of  the  Customs 

3  Procedural  Reform  and  Simplification  Act  of  1978  (as 

4  amended  by  section  251)  shall  be  charged  with  respect  to 

5  arrivals  in  the  United  States  occurring  after  the  180th  day 

6  after  the  date  of  the  enactment  of  this  Act  and  before  the 

7  close  of  the  3-year  period  beginning  on  that  day. 

8  TITLE  III— PROVISIONS  RELATING 

9  TO  AID  TO  FAMILIES  WITH  DE- 

10  PENDENT  CHILDREN 

Sec.  301.  Improvements  in  AFDC  quality  control  standards  and  procedures. 

Sec.  302.  Grants  for  programs  to  prevent  teenage  pregnancies  and  to  assist  preg- 
nant individuals  and  teenage  parents  in  achieving  self-sufficiency. 

Sec.  303.  Mandatory  provision  of  aid  with  respect  to  dependent  children  in  two- 
parent  families. 

11  SEC.    301.    IMPROVEMENTS    IN   AFDC    QUALITY  CONTROL 


12  STANDARDS  AND  PROCEDURES. 

13  (a)  In  General. — Section  403(i)  of  the  Social  Security 

14  Act  is  amended  to  read  as  follows: 

15  "(i)(l)(A)  In  order  to  establish  and  maintam  improved 

16  quality  control  standards  and  procedures  in  the  operation  and 

17  administration  of  State  plans  approved  under  this  part — 

18  ''(i)  each  State,  in  accordance  with  a  timetable 

19  and  standards  which  shall  be  established  by  the  Secre- 

20  tary  in  regulations,  shall — 

21  "(I)  collect  a  statistically  reliable  sample  of 

22  the  cases  under  its  approved  State  plan  under  this 

23  part  for  each  fiscal  year  or  (at  the  option  of  the 
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1  State)  for  each  of  the  two  six-month  periods  in 

2  such  year,  for  purposes  of  quality  control  review 

3  under  this  subsection, 

4  "(II)  review  the  sample  so  collected  and  (on 

5  the  basis  of  such  review)  make  its  original  findings 

6  with  respect  to  errors  for  the  period  involved,  and 

7  "(m)  submit  such  findings  to  the  Secretary; 

8  "(ii)  the  Secretary,  after  studying  the  State's 

9  original  findings  as  submitted  under  clause  (i)(III),  shall 

10  select  specified  cases  for  further  review  and  notify  the 

11  State  thereof;  and  the  State  shall  submit  to  the  Secre- 

12  tary  the  records  of  the  cases  so  selected  and  specified; 

13  "(iii)  the  Secretary  shall  review  and  analyze  the 

14  case  records  submitted  under  clause  (ii)  and  (on  the 

15  basis  of  such  review  and  the  State's  original  findings) 

16  shall  determine  the  State's  error  rate  for  the  period  in- 

17  volved  (without  any  adjustment  under  paragraph  (2)(C)) 

18  and  notify  the  State  of  such  error  rate  within  six 

19  months  after  the  close  of  the  fiscal  year  or  within  six 

20  months  after  the  date  on  which  the  sample  is  submit- 

21  ted,  whichever  is  later;  and 

22  "(iv)  the  State  shall  develop  and  submit  to  the 

23  Secretary  (except  as  provided  by  subparagraph  (B))  a 

24  corrective  action  plan  for  eliminating  or  reducing  errors 

25  identified  as  a  result  of  the  reviews  under  clauses  (i) 
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1  and  (iii)  (whether  or  not  such  errors  are  suhject  to  in- 

2  elusion  for  purposes  of  disallowances  under  paragraph 

3  (2)(A))  and,  after  such  plan  has  been  reviewed  and  ap- 

4  proved  by  the  Secretary  in  accordance  with  subpara- 

5  graph  (C),  shall  implement  the  corrective  actions  pro- 

6  vided  for  in  such  plan  in  accordance  with  a  timetable 

7  established  by  the  Secretary  in  regulations;  and  the 

8  Secretary  shall  continuously  monitor  the  State's  cor- 

9  rective  action  process  under  such  plan. 

10  "(B)  The  requirement  (in  subparagraph  (A)(iv))  that 

11  States  submit  corrective  action  plans  for  eliminating  or  re- 

12  ducing  errors  may  be  waived  by  the  Secretary  in  the  case  of 

13  any  State  which  has  consistently  had  an  error  rate  below  its 

14  error  rate  tolerance  level  (as  determined  by  the  Secretary, 

15  upon  the  request  of  the  State,  in  the  manner  provided  in 

16  subparagraphs  (B)  and  (C)(i)  of  paragraph  (2)). 

17  "(C)  The  Secretary  shall  estabhsh  criteria  for  corrective 

18  action  plans  submitted  by  States  under  subparagraph  (A)(iv), 

19  and  shall  approve  any  plan  so  submitted  upon  determining 

20  that  it  meets  such  criteria.  If  a  plan  so  submitted  is  disap- 

21  proved,  the  Secretary  shall  specify  (in  notifying  the  State  of 

22  such  disapproval)  the  respect  or  respects  in  which  the  plan 

23  fails  to  meet  the  criteria  so  established,  and  shall  provide 

24  appropriate  advice  and  assistance  to  the  State  in  eliminating 
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1  such  failure  with  the  objective  of  facihtating  the  resubmission 

2  and  approval  of  the  plan  at  the  earhest  possible  time. 

3  "(D)  The  sample  obtained  under  subparagraph  (A)(i)  by 

4  a  State  which  collected  such  sample  on  an  annual  basis 

5  rather  than  electing  to  collect  two  six-month  samples  for  the 

6  fiscal  year  involved  shall  in  no  case  include  a  smaller  number 

7  of  cases  than  the  number  that  the  Secretary  determines 

8  would  be  required  for  a  statistically  reliable  sample  if  the 

9  State  had  elected  to  collect  two  six-month  samples  for  that 

10  fiscal  year. 

11  "(E)  The  requirements  imposed  upon  a  State  by  sub- 

12  paragraph  (A)  with  respect  to  the  collection  and  review  of 

13  samples  and  the  submission  of  the  results  thereof,  and  the 

14  requirement  that  a  State  (under  subparagraphs  (A)(iv)  and 

15  (C))  submit  a  corrective  action  plan  which  meets  the  Secre- 

16  tary's  criteria  established  under  subparagraph  (C),  shall  be 

17  deemed  for  purposes  of  section  404  to  be  included  ui  the 

18  State's  plan  approved  under  section  402. 

19  **(2)(A)  Notvdthstanding  subsection  (a)(1)  (but  subject  to 

20  subparagraph  (C)  and  paragraph  (3)),  if  a  State's  error  rate 

21  for  any  fiscal  year  (as  defined  in  paragraph  (5)(A))  exceeds 

22  the  error  rate  tolerance  level  determined  for  the  State  (for 

23  that  year)  under  subparagraph  (B),  then  the  Secretary  shall 

24  disallow  Federal  payments  for  such  fiscal  year  with,  respect 

25  to  the  State's  erroneous  payments  (as  defined  in  paragraph 
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1  (5)(B))  to  the  extent  that  the  inclusion  of  such  erroneous  pay- 

2  ments  in  determining  the  State's  error  rate  caused  such  rate 

3  to  exceed  the  tolerance  level  so  determined. 

4  "(B)  A  State's  error  rate  tolerance  level  for  any  fiscal 

5  year  shall  be  3.5  percent,  increased  by — 

6  "(i)  0.5  percentage  points  if,  throughout  such 

7  fiscal  year,  the  plan  of  such  State  approved  imder  this 

8  part  provides  for  the  payment  of  aid  with  respect  to 

9  dependent  children  of  unemployed  parents  as  provided 

10  in  section  407, 

11  "(ii)  0.1  percentage  points  for  each  full  20  percent 

12  increment  (up  to  a  maximum  of  five  such  increments) 

13  by  which  (I)  the  ratio  of  the  number  of  families  with 

14  earned  uicome  who  are  receiving  aid  under  such 

15  State's  plan  approved  under  this  part  to  the  total 

16  number  of  families  receiving  such  aid  exceeds  (II)  the 

17  average  ratio,  per  State,  of  the  number  of  families  with 

18  earned  income  who  are  receiving  aid  under  all  of  the 

19  State  plans  approved  under  this  part  to  the  total 

20  number  of  families  receiving  such  aid,  and 

21  "(iii)  0.1  percentage  points  for  each  full  20  per- 

22  cent  mcrement  (up  to  a  maximum  of  five  such  incre- 

23  ments)  by  which  (I)  the  population  per  square  mile  of 

24  land  area  in  such  State  exceeds  (II)  the  average  popu- 


•HR  3128  RH 


123 

1  lation  per  square  mile  of  land  area,  per  State,  in  all  of 

2  the  States  having  plans  approved  under  this  part. 

3  *'(C)  In  determining  the  error  rate  in  any  State  for  pur- 

4  poses  of  this  paragraph — 

5  "(i)  such  rate  shall  be  fixed  at  the  midpoint  of  the 

6  standard  interval  for  errors  within  which  the  State's 

7  true  error  rate  falls  (as  determined  without  regard  to 

8  this  clause  on  the  basis  of  the  sample  or  samples  col- 

9  lected  by  the  State  under  paragraph  (l)(A)(i)),  or  at  the 

10  lower  bound  of  such  standard  interval  in  the  case  of  a 

11  State  which  has  collected  a  sample  or  samples  suffi- 

12  ciently  large  to  produce  a  lower  limit  of  such  interval 

13  no  more  than  2.5  percentage  points  below  the  mid- 
14  pouit;  and 

15  "(ii)  errors  which  are  technical  in  nature,  and 

16  which  would  not  change  the  ATDC  payment  levels  in- 

17  volved,  shall  be  disregarded. 

18  For  purposes  of  clause  (i),  the  lower  limit  of  the  standard 

19  uiterval  for  errors  within  which  a  State's  true  error  rate  falls 

20  shall  be  calculated  in  accordance  with  regulations  prescribed 

21  by  the  Secretary  to  adjust  for  variability  among  the  States  in 

22  the  number,  proportion,  or  dollar  value  of  cases  in  which  the 

23  State's  findings  under  paragraph  (l)(A)(i)(II)  (with  respect  to 

24  errors  in  its  sample  or  samples  collected  under  paragraph 
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1  (l)(A)(i)(I))  differ  from  the  Secretary's  findings  with  respect 

2  to  the  State's  error  rate  under  paragraph  (l)(A)(iii). 

3  "(D)  The  total  amount  of  the  disallowances  that  would 

4  otherwise  be  imposed  with  respect  to  any  State  under  sub- 

5  paragraph  (A)  on  account  of  an  error  rate  in  excess  of  the 

6  applicable  error  rate  tolerance  level  for  any  fiscal  year  shall 

7  be  reduced  by  the  Federal  share  of  any  overpayments  coUect- 

8  ed  by  such  State  (on  account  of  erroneous  payments)  during 

9  that  fiscal  year. 

10  "(3)(A)  The  Secretary,  in  accordance  with  this  para- 

11  graph,  may  waive  all  or  any  part  of  any  disallowance  that 

12  would  otherwise  be  unposed  with  respect  to  a  State  under 

13  paragraph  (2)(A)  if  such  State  is  unable  to  reach  the  applica- 

14  ble  error  rate  tolerance  level  for  the  fiscal  year  involved  de- 

15  spite  a  good-faith  effort  by  such  State. 

16  "(B)  Any  State  may  request  a  waiver  of  all  or  part  of 

17  any  disallowance  that  would  otherwise  be  imposed  with  re- 

18  spect  to  such  State  for  any  fiscal  year  imder  paragraph 

19  (2)(A),  basing  such  request  upon  a  showing — 

20  "(i)  that  the  State  has  made  (and  is  continuing  to 

21  make)  a  good-faith  effort  to  reduce  or  eliminate  the  er- 

22  roneous  payments  involved  but  was  unable  to  reach  the 

23  appHcable  error  rate  tolerance  level  for  such  fiscal  year 

24  despite  that  effort;  or 
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1  "(ii)  that  (I)  the  Secretary's  determination  of  the 

2  State's  error  rate  for  such  fiscal  year  was  made  incor- 

3  rectly  or  in  a  manner  inconsistent  with  the  provisions 

4  of  this  subsection,  and  (II)  the  State's  error  rate,  if  de- 

5  termined  correctly  and  in  a  proper  manner,  would  be 

6  lower  than  the  rate  so  determined  by  the  Secretary. 

7  The  Secretary  shall  consider  and  review  such  request,  and 

8  either  approve  it  or  disapprove  it  in  whole  or  in  part,  m  ac- 

9  cordance  with  a  timetable  which  shall  be  specified  in  regula- 

10  tions.  If  the  Secretary  disapproves  the  request,  the  State  may 

11  appeal  the  Secretary's  decision  to  the  Grrant  Appeals  Board 

12  in  the  Department  of  Health  and  Himian  Services  for  such 

13  further  action  as  may  be  provided  for  by  law  or  regulations 

14  (including  judicial  review  of  the  Secretary's  decision  or  the 

15  Board's  determination). 

16  "(C)  In  considering  and  reviewing  any  request  for  a 

17  waiver  submitted  by  a  State  under  this  paragraph,  the  Secre- 

18  tary  shall  take  into  account — 

19  "(i)  factors  beyond  the  State's  control  (uicluding 

20  disasters,  strikes  by  State  or  other  staff  personnel  en- 

21  gaged  in  determining  eligibility  or  processing  cases, 

22  sudden  workload  changes  resulting  from  changes  in 

23  Federal  or  State  laws  or  regulations  or  from  rapid 

24  caseload  growth,  and  State  actions  resulting  from  in- 

25  correct  policy  interpretations  by  Federal  officials); 
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1  "(ii)  factors  relating  to  agency  commitment,  in- 

2  eluding  demonstrated  commitment  by  upper  level  State 

3  officials  to  the  error  reduction  program  under  this  sub- 

4  section,  the  sufficiency  and  quality  of  operational  sys- 

5  tems  designed  to  reduce  errors,  the  use  of  effective 

6  systems  and  procedures  for  the  statistical  and  program 

7  analysis  of  quality  control  and  related  data,  and  effec- 

8  tive  management  and  execution  of  the  corrective  action 

9  process; 

10  "(iii)  the  State's  past  performance  with  respect  to 

11  erroneous  payments,  including  past  error  rate  levels 

12  and  past  error  rate  reduction  efforts; 

13  "(iv)  the  cost  effectiveness  of  error  rate  reduction, 

14  both  in  general  and  in  the  particular  circumstances  ex- 

15  isting  within  the  State;  and 

16  ''(v)  such  other  factors  as  the  Secretary  may  de- 

17  termine  to  be  appropriate,  as  specified  m  regulations  or 

18  as  detailed  by  the  State  in  its  waiver  request. 


19  The  Secretary's  regulations  shall  specify  the  factors  to  be 

20  considered  and  the  criteria  to  be  used  in  assessing  waiver 

21  requests  under  this  paragraph,  and  shall  indicate  the  relative 

22  weight  or  importance  of  each  of  such  factors  and  criteria  in 

23  order  to  assist  States  in  determining  the  appropriateness  of 

24  proposed  requests. 
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1  "(D)  Notwithstanding  the  preceding  provisions  of  this 

2  paragraph,  the  Secretary  shall  in  any  case  grant  a  waiver 

3  requested  by  a  State  under  subparagraph  (B)  for  any  fiscal 

4  year  if  such  State's  corrective  action  plan  submitted  under 

5  paragraph  (l)(A)(iv)  or  (1)(C),  or  a  separate  plan  for  the  re- 

6  duction  of  errors  submitted  by  such  State  along  with  its 

7  waiver  request,  provides  in  detail  for  the  expenditure  of  addi- 

8  tional  State  and  local  funds  for  the  reduction  of  errors  in  such 

9  fiscal  year  in  a  total  amount  (over  and  above  the  amount  of 

10  State  and  local  funds  that  would  otherwise  be  expended  in 

11  such  fiscal  year  for  the  administration  of  the  State  plan  ap- 

12  proved  under  this  part)  equal  to  or  exceeding  one-half  of  the 

13  net  amount  of  the  disallowances  that  would  otherwise  be  im- 

14  posed  with  respect  to  such  State  under  paragraph  (2)(A)  for 

15  such  fiscal  year.  Expenditures  of  additional  State  and  local 

16  funds  for  the  reduction  of  errors  as  provided  for  in  the  correc- 

17  tive  action  plan  or  separate  plan  described  in  the  preceding 

18  sentence  shall  be  considered  (for  purposes  of  subsection  (a))  to 

19  be  expenditures  for  the  proper  and  efficient  administration  of 

20  the  State  plan  approved  under  this  part. 

21  ''(4)(A)  Each  State  agency  administering  a  plan  ap- 

22  proved  under  this  part  shall,  at  such  times  and  in  such  form 

23  as  the  Secretary  may  specify,  provide  information  on  the 

24  rates  of  erroneous  payments  made  in  connection  with  its  ad- 

25  ministration  of  such  plan,  together  with  any  other  data  which 
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1  the  Secretary  may  request  that  are  reasonably  necessary  for 

2  the  Secretary  to  carry  out  the  provisions  of  this  subsection. 

3  "(E)  If  a  State  fails  to  cooperate  with  the  Secretary  m 

4  providing  information  necessary  to  carry  out  this  subsection, 

5  the  Secretary,  directly  or  through  such  contractual  or  other 

6  arrangements  as  the  Secretary  may  find  appropriate,  shall 

7  establish  the  error  rates  for  that  State  on  the  basis  of  the  best 

8  data  reasonably  available  and  in  accordance  with  such  tech- 

9  niques  for  sampling  and  estunating  as  the  Secretary  may  find 

10  appropriate. 

11  "(C)  In  any  case  m  which  it  is  necessary  for  the  Secre- 

12  tary  to  exercise  the  authority  under  subparagraph  (B)  to  de- 

13  termine  a  State's  error  rate  for  a  fiscal  year,  the  amount  that 

14  would  otherwise  be  payable  to  such  State  under  this  part  for 

15  quarters  in  such  year  shall  be  reduced  by  the  costs  incurred 

16  by  the  Secretary  hi  making  such  determination. 

17  **(5)  For  purposes  of  this  subsection — 

18  "(A)  the  term  'error  rate',  with  respect  to  any 

19  State  for  any  fiscal  year,  means  the  ratio  of  such 

20  State's  erroneous  payments  for  such  year  (as  defined  in 

21  subparagraph  (B))  to  its  total  payments  under  the  State 

22  plan  approved  under  this  part  for  such  year,  deter- 

23  mined  (except  as  otherwise  specifically  provided)  sub- 

24  ject  to  the  adjustments  provided  for  in  paragraph 

25  (2)(C);  and 
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1  "(B)  the  term  'erroneous  payments'  means — 

2  "(i)  payments  to  ineligible  families  receiving 

3  assistance,  and 

4  **(ii)  overpayments  to  eligible  families  receiv- 

5  ing  assistance. 

6  "(6)  This  subsection  shall  not  apply  with  respect  to 

7  Puerto  Rico,  Guam,  or  the  Virgin  Islands.". 

8  (b)  Effective  Date. — The  amendment  made  by  sub- 


9  section  (a)  shall  be  effective  only  with  respect  to  quarters  in 

10  the  fiscal  year  1983  and  subsequent  fiscal  years;  except  that 

11  such  amendment  may  also  be  effective  in  the  case  of  any 

12  State,  at  the  election  of  the  State  made  in  such  manner  and 

13  within  such  time  as  the  Secretary  of  Health  and  Human 

14  Services  shall  by  regulation  prescribe,  with  respect  to  quar- 

15  ters  in  the  fiscal  year  1982  or  with  respect  to  quarters  in  the 

16  fiscal  years  1981  and  1982. 

17  SEC.  302.  GRANTS  FOR  PROGRAMS  TO  PREVENT  TEENAGE 


18  PREGNANCIES  AND  TO  ASSIST  PREGNANT  INDI- 

19  VIDUALS  AND  TEENAGE  PARENTS  IN  ACHIEV- 

20  ING  SELF-SUFFICIENCY. 

21  (a)  In  Geneeal. — Part  A  of  title  IV  of  the  Social  Se- 


22  curity  Act  is  amended  by  adding  at  the  end  thereof  the  fol- 

23  lowing  new  section: 


HR  3128  RH  9 


130 

1  "grants  for  programs  to  prevent  teenage  preg- 

2  nancies  and  to  assist  pregnant  individuals 

3  and  teenage  parents  of  young  children  in 

4  achieving  self-sufficiency 

5  "Sec.  416.  (a)(1)  For  the  purpose  of  assisting  States 

6  and  localities  in  establishing  and  carrying  out  programs — 

7  "(A)  to  reduce  the  rate  of  teenage  pregnancies  in 

8  AFDC  families;  and 

9  "(B)  to  help  pregnant  individuals  and  teenage  par- 

10  ents  of  young  children  in  such  families,  who  might  oth- 

11  erwise  become  long-term  recipients  of  aid  to  families 

12  with  dependent  children,  in  achieving  self-sufficiency, 

13  there   are   authorized  to   be   appropriated  the   sum  of 

14  $50,000,000  for  the  fiscal  year  1986  and  the  sum  of 

15  $100,000,000  for  the  fiscal  year  1987,  to  be  used  by  the 

16  Secretary  in  making  grants  for  such  programs  in  accordance 

17  with  this  section.  Any  State  which  provides  for  the  estabhsh- 

18  ment  and  carrying  out  of  one  or  more  such  programs  in  ac- 

19  cordance  with  this  section  shall  be  entitled  to  receive  a  grant 

20  under  this  section  for  each  such  fiscal  year,  in  an  amount 

21  determined  under  subsection  (d). 

22  "(2)  The  State  agency  administering  or  supervising  the 

23  administration  of  the  State's  plan  approved  under  section  402 

24  shall  be  responsible  for  administering  or  supervising  the  ad- 

25  ministration  of  the  State's  programs  described  in  paragraph 
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1  (1)  for  which  grants  under  this  section  are  made.  Such  grants 

2  shall  be  made  directly  to  the  State  agency,  and  may  be — 

3  "(A)  used  by  such  agency  for  the  purpose  of  con- 

4  ducting  and  providing  in  accordance  with  this  section 

5  (directly  or  under  contracts  with  others)  the  activities 

6  and  services  required  to  carry  out  the  program  or  pro- 

7  grams  involved,  or 

8  **(B)  paid  by  such  agency  to  local  school  districts 

9  or  to  other  local  agencies  or  public  or  private  nonprofit 

10  entities  meeting  the  requirements  of  this  section,  under 

11  arrangements  made  with  such  districts  or  (through 

12  such  districts)  with  such  other  agencies  and  entities,  for 

13  use  by  such  districts,  agencies,  or  entities  in  conducting 

14  and  providing  in  accordance  with  this  section  (directly 

15  or  under  contracts  with  others)  the  activities  and  serv- 

16  ices  required  to  carry  out  the  program  or  programs 

17  involved; 

18  but  such  grants  may  be  used  only  in  areas  which  are  deter- 

19  mined  by  the  State  agency  to  be  areas  of  high  teenage  preg- 

20  nancy  or  high  infant  mortality,  and  it  must  be  the  objective  of 

21  any  program  for  which  such  grants  are  used  to  carry  out  both 

22  the  purpose  described  in  subparagraph  (A)  of  paragraph  (1) 

23  and  the  purpose  described  in  subparagraph  (B)  of  such 

24  paragraph. 
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1  *'(3)  In  order  to  qualify  for  a  grant  under  this  section  for 

2  any  fiscal  year  with  respect  to  a  program  or  programs  de- 

3  scribed  in  paragraph  (1)  in  any  State,  the  State  agency  must 

4  submit  to  the  Secretary  no  later  than  3  months  after  the 

5  beginning  of  such  year,  in  such  manner  and  form  as  the  Sec- 

6  retary  may  prescribe,  a  full  and  complete  description  of  the 

7  program  together  with  satisfactory  assurances  that  the  pro- 

8  gram  will  be  operated  in  an  effective  and  efficient  manner 

9  and  will  otherwise  meet  the  requirements  of  this  section. 

10  "(4)  Grants  made  under  this  section — 

11  "(A)  shall  be  in  addition  to  any  amounts  payable 

12  to  States  under  section  403,  and  shall  supplement  and 

13  not  replace  any  other  funds  which  may  be  available  for 

14  the  same  general  purposes,  or  for  the  provision  of  serv- 

15  ices  of  any  kind  to  needy  individuals,  in  the  localities 

16  involved,  and 

17  "(B)  shall  not  be  used  to  provide  any  individual 

18  with  services  which  are  available  to  that  individual 

19  under  a  State  plan  approved  under  section  1902. 

20  "(b)(1)  In  carrying  out  the  purpose  described  in  subpara- 

21  graph  (A)  of  subsection  (a)(1),  it  shall  be  the  objective  of  each 

22  program  under  this  section  (subject  to  the  availability  of 

23  funds)  to— 

24  **(A)  conduct  activities  and  provide  services  which 

25  may  help  to  reduce  pregnancies  among  children,  tar- 
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1  geting  such  activities  and  services  to  children  v^ho  are 

2  eligible  for  aid  to  families  with  dependent  children,  in 

3  order  to  assure  that  such  children  will  not  be  prevented 

4  from  achieving  self-sufficiency  by  parental  responsibil- 

5  ities  imposed  upon  them  before  they  reach  adulthood; 

6  "(B)  identify  and  address  all  of  the  factors  which 

7  may  play  important  roles  in  determining  teenage 

8  sexual  activity  and  contraceptive  use; 

9  "(C)  encourage  active  participation  by  the  parents 

10  of  the  children  involved  in  the  activities  and  services 

11  being  conducted  or  provided  under  the  program;  and 

12  "(D)  encourage  the  children  involved  to  develop 

13  education  and  emplo3niient  goals  for  the  future,  com- 

14  bining  new  and  existing  resources  to  assist  such  chil- 

15  dren  in  achieving  those  goals  and  encouraging  such 

16  children  to  postpone  sexual  activity  and  child  bearing 

17  and  to  assume  responsibility  for  family  planning  in 

18  order  to  achieve  them. 

19  "(2)(A)  To  the  maximum  extent  appropriate  and  feasi- 

20  ble,  the  activities  conducted  and  services  provided  in  carrying 

21  out  the  purpose  described  in  subparagraph  (A)  of  subsection 

22  (a)(1)  shall  include  the  services  which  are  made  available  to 

23  pregnant  individuals  and  teenage  parents  with  young  children 

24  under  the  program  as  more  specifically  described  in  sub- 

25  section  (c). 
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1  "(B)  None  of  the  activities  conducted  or  services  provid- 

2  ed  under  this  subsection  or  subsection  (c)  as  a  part  of  any 

3  program  under  this  section  may  include  the  performance  of 

4  abortions,  or  include  the  counseling  of  individuals  to  have 

5  abortions  except  where  the  life  of  the  mother  would  be  en- 

6  dangered  if  the  fetus  were  carried  to  term. 

7  "(c)(1)  In  carrying  out  the  purpose  described  in  subpara- 

8  graph  (B)  of  subsection  (a)(1),  it  shall  be  the  objective  of  each 

9  program  under  this  section  (subject  to  the  availability  of 

10  funds)  to  help  achieve  self-sufficiency  for  individuals  under 

11  the  age  of  25  who  are  eligible  for  aid  to  families  with  depend- 

12  ent  children,  who  (at  the  start  of  their  participation  in  the 

13  program)  are  pregnant  or  are  teenage  parents  with  children 

14  under  the  age  of  6,  and  who  voluntarily  elect  to  participate  in 

15  the  program,  by — 


16  "(A)  requiring  such  individuals  to  seek  a  high 

17  school  diploma  or  its  equivalent  or  to  take  part  in  ap- 

18  propriate  training, 

19  "(B)  providing  each  participant  with  academic  or 

20  vocational  training,  job  counseling,  employment  readi- 

21  ness,  and  job  placement  services, 

22  "(C)  integrating  and  coordinating  services  other- 

23  wise  available  to  participants,  and 

24  "(D)  providing  each  participant  with  other  serv- 

25  ices  and  assistance  designed  to  meet  such  objective,  in- 
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1  eluding  an  individualized  assessment  and  plan,  as  more 

2  particularly  described  in  paragraph  (3). 

3  "(2)  Participation  in  program  activities  conducted  and 

4  services  provided  with  the  objective  specified  in  paragraph  (1) 

5  shall  be  limited  to  individuals  under  the  age  of  25  residing 

6  within  the  area  covered  by  the  program  who  are  pregnant,  or 

7  who  are  teenage  parents  of  dependent  children  under  the  age 

8  of  6,  and  shall  include  any  such  individual  only  if  he  or  she 

9  (at  the  time  of  initial  participation  in  the  program) — 

10  "(A)  has  not  graduated  from  high  school  or  its 

11  equivalent,  and 

12  "(B)  voluntarily  elects  (subject  to  subsection  (e)) 

13  to  participate; 

14  and  the  funds  made  available  under  this  section  may  be  used 

15  only  for  activities  and  services  so  conducted  or  provided  in 

16  the  case  of  individuals  (described  in  the  preceding  provisions 

17  of  this  paragraph)  who  are  eligible  under  this  part  (hidividual- 

18  ly  or  as  members  of  families)  for  aid  to  families  with  depend- 

19  ent  children  under  the  State's  plan  approved  under  section 

20  402,  or  whose  children  are  eligible  for  such  aid. 

21  *'(3)  A  program  described  in  subsection  (a)(1)  meets  the 

22  requirements  of  this  section  only  if  the  activities  conducted 

23  and  services  provided  with  the  objective  specified  in  para- 

24  graph  (1)  include — 
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1  "(A)  provision  for  the  assignment  to  each  partici- 

2  pant  of  an  agency  staff  person  who,  utilizing  the  case 

3  management  approach  and  in  coordination  with  the 

4  participant,  will  establish  an  individualized  program, 

5  based  on  an  individualized  assessment  of  need  and  set 

6  forth  in  an  individualized  written  plan,  to  meet  the 

7  health  needs  of  the  participant  and  his  or  her  depend- 

8  ent  (or  unborn)  child,  and  to  ensure  the  provision  and 

9  coordination  (on  behalf  of  such  participant  and  child)  of 

10  such  other  services  as  the  State  determines  to  be  nec- 

11  essary  or  appropriate  to  carry  out  the  objective  of  this 

12  section,  including,  at  a  minimum,  academic  and  voca- 

13  tional  services,  health  services,  training  in  parenting 

14  skills,  job  counseling,  employment  readiness,  job  place- 

15  ment,  transportation,  and  child  day  care; 

16  "(B)  provision  for  the  integration  and  coordination 

17  of  services  which  are  otherwise  available  at  the  local 

18  level  to  individuals  under  age  25  who  are  pregnant  or 

19  are  teenage  parents  with  children  under  age  6  and 

20  which  are  offered  under  this  part,  under  parts  B  and  C 

21  of  this  title,  under  title  V,  under  title  XX,  under  the 

22  Job  Training  Partnership  Act,  and  under  other  Federal 

23  and  State  programs  that  would  assist  in  achieving  the 

24  objectives  of  the  program  under  this  section; 
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1  "(C)  provision  for  the  coordination  (with  the  local 

2  school  system)  of  academic  and  vocational  programs 

3  leading  to  a  high  school  diploma  or  its  equivalent,  with 

4  a  requirement  of  active  participation  in  an  educational 

5  program  leading  to  a  high  school  diploma  or  its  equiva- 

6  lent,  or  in  an  appropriate  training  program,  as  a  condi- 

7  tion  of  participation  in  the  program  under  this  section; 

8  ''(D)  provision  for  job  counseling,  training,  em- 

9  ployment  readiness,  and  job  placement  and  relevant 

10  supportive  services  independently  or  in  conjunction 

11  with  one  or  more  programs  of  employment  and  training 

12  under  this  part  or  part  C  of  this  title,  under  the  Job 

13  Training  Partnership  Act,  or  under  another  Federal  or 

14  State  law; 

15  "(E)  provision  of  child  care  at  the  program  site  or 

16  of  other  child  day  care  services  which  have  been  con- 

17  tracted  for  on  a  reimbursable  basis,  to  the  extent  nec- 

18  essary  for  teenage  parents  to  participate  effectively  in 

19  the  program,  with  a  requirement  that  such  care  and 

20  services  meet  appHcable  State  and  local  standards  and 

21  with  emphasis  upon  services  that  are  compatible  with 

22  the  goal  of  achieving  self-sufficiency; 

23  "CF)(i)  assurances  that  all  such  child  care  and 

24  services,  and  any  transportation  to  and  from  work 

25  which  may  be  necessary  for  a  teenage  parent  or  preg- 
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1  nant  individual  to  participate  effectively  in  the  pro- 

2  gram,  will  be  provided  or  arranged  for  without  any 

3  charge  to  such  parent  or  individual  while  he  or  she  is 

4  participating  in  any  phase  of  the  program,  and 

5  "(ii)  assurances  that  such  care,  services,  and 

6  transportation  will  be  provided  or  arranged  for  on  a 

7  sliding  scale  basis  (with  charges  based  on  ability  to 

8  pay)  during  at  least  the  first  6  months  of  work  after 

9  the  teenage  parent  or  pregnant  uidividual  has  complet- 

10  ed  his  or  her  participation  in  the  program,  in  order  to 

11  ensure  a  smooth  transition  into  the  workforce; 

12  "(G)  provision  for  variations  in  the  selection  and 

13  offering  of  services  to  individual  participants  to  the 

14  extent  necessary  to  take  account  of  differences  in  the 

15  needs  of  such  participants  and  in  their  age,  family  com- 

16  position,  cultural  background,  and  geographic  location; 

17  ''(H)  assurances  that,  in  order  to  encourage  par- 

18  ticipants  to  take  advantage  of  the  full  range  of  services 

19  offered,  as  many  of  such  services  as  possible  will  be 

20  provided  at  a  single  site,  with  programs  and  activities 

21  being  conducted  in  the  local  schools  to  the  maximum 

22  extent  feasible; 

23  "(I)  provision  for  the  establishment  of  peer  groups 

24  of  participants,  led  by  experienced  group  counselors,  to 

25  enable  such  participants  to  meet  and  discuss  program- 
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1  related  problems  and  issues  and  to  share  their  common 

2  concerns,  and  to  serve  as  a  medium  for  the  communi- 

3  cation  and  dissemination  of  relevant  information;  and 

4  "(J)  provision  for  the  establishment  of  an  outreach 

5  program  designed  to  attract  pregnant  individuals  and 

6  teenage  parents  of  young  children  who  would  be  eligi- 

7  ble  to  participate. 

8  Program  activities  conducted  and  services  provided  with  the 

9  objective  specified  in  paragraph  (1)  must  include  but  need  not 

10  be  limited  to  the  services  and  assistance  set  forth  ui  the  pre- 

11  ceding  provisions  of  this  paragraph,  and  may  include  such 

12  other  health,  family  planning,  educational,  trauiing,  and 

13  social  services  as  may  be  needed  to  achieve  such  objective  in 

14  cases  where  the  necessary  funding  is  not  available  from  other 

15  sources. 

16  "(4)  In  the  case  of  a  teenage  parent  participating  in 

17  program  activities  conducted  or  services  provided  with  the 

18  objective  specified  in  paragraph  (1),  absences  from  his  or  her 

19  child  for  the  purpose  of  attending  a  secondary  or  post-second- 

20  ary  school  or  participating  in  other  education  or  training  ac- 

21  tivities  as  a  part  of  the  program  shall  not  be  considered  *ab- 

22  sences  from  the  child'  ui  determuiing  whether  he  or  she  is 

23  exempted  under  clause  (v)  of  section  402(a)(19)(A)  from  the 

24  requirement  of  registration  under  that  section. 
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1  **(5)  As  used  in  this  section,  the  term  'teenage  parent' 

2  means  a  male  or  female  individual  who  is  the  parent  of  a 

3  child  under  the  age  of  6  and  who  (A)  has  not  attained  the  age 

4  of  20  or  (B)  became  the  parent  of  such  child  before  attaining 

5  the  age  of  20. 

6  "(d)(1)  The  grant  to  which  any  State  is  entitled  from  the 

7  sum  appropriated  pursuant  to  subsection  (a)(1)  for  any  fiscal 

8  year  shall  be  in  an  amount  bearing  the  same  ratio  to  the  sum 

9  so  appropriated  as  the  amount  expended  by  such  State  during 

10  the  preceding  fiscal  year  as  aid  to  families  with  dependent 

11  children  under  its  plan  approved  under  section  402  bears  to 

12  the  total  amount  expended  by  all  the  States  during  such  pre- 

13  ceding  year  as  aid  to  families  with  dependent  children  under 

14  their  plans  so  approved. 

15  "(2)  If  any  State  does  not  qualify  for  a  grant  under  this 

16  section  for  any  fiscal  year  within  the  time  provided  in  subsec- 

17  tion  (a)(3),  the  amount  of  the  grant  to  which  it  would  have 

18  been  entitled  for  such  year  shall  be  reallocated  to  one  or 

19  more  other  States  on  the  basis  of  their  relative  need  for  addi- 

20  tional  assistance  under  this  section  (as  determined  by  the 

21  Secretary). 

22  "(e)  If  any  State  wishes  to  require  participation  in  ac- 

23  tivities  and  services  provided  under  subsection  (c)  by  all  indi- 

24  viduals  who  are  eligible  to  participate  in  such  activities  and 

25  services  (or  would  be  eligible  to  so  participate  if  they  satisfied 


•  UR  3128  RH 


141 

1  paragraph  (2)(B)  of  such  subsection)  and  with  respect  to 

2  whose  participation  funds  made  available  under  this  section 

3  may  be  used,  such  State  may  request  that  the  Secretary 

4  waive  the  requirement  of  such  paragraph  (2)(B)  and  permit 

5  the  State  to  make  participation  mandatory  for  all  such  indi- 

6  viduals.  The  Secretary  shall  grant  any  such  request  and 

7  permit  the  State  to  require  participation  by  all  such  individ- 

8  uals  if  he  or  she  determines  that — 

9  "(1)  the  funds  available  for  the  program  from 

10  Federal,  State,  local,  and  other  sources  (including  this 

11  section)  are  sufficient  to  conduct  all  of  the  activities 

12  and  provide  all  of  the  services  which  would  be  neces- 

13  sary  to  serve  such  individuals;  and 

14  "(2)  mandatory  participation  in  the  program  by  all 

15  such  individuals  can  be  effectively  administered  and  en- 

16  forced  by  the  State  and  the  locality  or  localities  in- 

17  volved. 

18  "(f)(1)  Prior  to  expenditure  by  a  State  of  any  grant  pay- 

19  ments  made  to  it  under  this  section  for  any  fiscal  year,  the 

20  State  shall  report  to  the  Secretary  on  the  intended  use  of 

21  such  payments;  and  such  report  shall  be  revised  from  time  to 

22  time  throughout  the  fiscal  year  involved  if  and  to  the  extent 

23  that  there  are  significant  changes  in  such  use. 

24  ''(2)  No  later  than  March  1,  1987,  each  State  shall 

25  submit  to  the  Secretary  a  full  and  complete  report  on  the 
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1  activities  carried  out  with  the  proceeds  of  the  grant  or  grants 

2  theretofore  made  to  it  under  this  section.  The  report — 

3  "(A)  shall  be  in  such  form  and  contain  such  mfor- 

4  mation  as  may  be  necessary  to  provide  an  accurate  de- 

5  scription  of  such  activities,  to  provide  a  complete 

6  record  of  the  purposes  for  v^hich  the  grant  funds  were 

7  spent,  to  indicate  the  extent  to  which  such  funds  were 

8  spent  in  a  manner  consistent  with  the  report  or  reports 

9  submitted  under  paragraph  (1),  and  to  mdicate  the 

10  extent  to  which  the  expenditure  of  such  funds  succeed- 

11  ed  in  accomplishing  the  objectives  for  which  the  grant 

12  was  made,  and 

13  "(B)  shall  specifically  contain  such  information  as 

14  the  Secretary  may  require  in  order  to  include  in  his  or 

15  her  evaluation  under  paragraph  (3)  the  overall  descrip- 

16  tion  referred  to  in  subparagraph  (B)  thereof. 

17  "(3)(A)  No  later  than  July  1,  1987,  the  Secretary,  on 

18  the  basis  of  the  reports  submitted  by  a  State  under  para- 

19  graphs  (1)  and  (2)  for  the  fiscal  year  1986  and  of  such  addi- 

20  tional  information  as  he  or  she  may  obtain  or  develop,  shall 

21  evaluate  the  use  by  such  State  of  the  grant  or  grants  made  to 

22  it  under  this  section  for  that  year  in  the  light  of  the  purposes 

23  of  this  section,  with  the  objective  of  appraising  the  achieve- 

24  ments  of  the  programs  for  which  such  grants  were  made  and 

25  developing  comprehensive  information  and  data  on  the  basis 


•  HR  3128  RH 


143 

1  of  which  decisions  can  be  made  with  respect  to  the  improve- 

2  ment  of  such  programs  and  the  desirabiUty  of  providing  fur- 

3  ther  assistance  in  subsequent  years.  The  Secretary  shall 

4  report  such  evaluation  to  the  Congress. 

5  "(B)  As  a  part  of  the  evaluation  under  subparagraph  (A) 

6  the  Secretary  shall  include,  at  a  minimum,  a  detailed  overall 

7  description  of  the  number  and  characteristics  of  the  individ- 

8  uals  served  by  the  programs,  the  various  kinds  of  activities 

9  conducted  and  services  provided,  and  the  results  achieved, 

10  and  shall  set  forth  in  detail  his  or  her  findings  and  conunents 

11  with  respect  to  the  various  State  programs  and  a  statement 

12  of  his  or  her  plans  and  recommendations  for  the  future. 

13  "(C)  If  as  a  result  of  the  evaluation  the  Secretary  deter- 

14  mines  that  any  such  grant  was  used  in  a  manner  inconsistent 

15  with  the  purposes  of  this  section  or  the  objective  stated  in 

16  subparagraph  (A)  or  if  the  reports  submitted  by  the  State 

17  were  insufficient  to  indicate  whether  or  not  the  grant  was  so 

18  used,  the  Secretary  shall  notify  the  State  of  his  or  her  disap- 

19  proval,  and  the  inconsistent  use  of  such  grant  shall  be  subject 

20  to  sanctions  of  the  type  described  in  section  404(a)  as  though 

21  this  section  were  a  part  of  the  approved  State  plan  and  such 

22  inconsistent  use  were  a  failure  to  comply  with  a  provision 

23  required  by  section  402(a)  to  be  included  in  such  plan. 

24  "(g)  Grant  payments  to  a  State  under  this  section  for 

25  any  fiscal  year — 
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1  "(1)  shall  be  used  only  for  the  specific  purposes 

2  described  in  this  section; 

3  "(2)  may  be  made  on  an  estimated  basis  in  ad- 

4  vance  of  the  determination  of  the  exact  grant  amount, 

5  with  appropriate  subsequent  adjustments  to  take  ac- 

6  count  of  any  error  in  the  estimates;  and 

7  "(3)  shall  be  expended  by  such  State  in  that  fiscal 

8  year  or  in  the  succeeding  fiscal  year. 

9  "(h)  Notwithstanding  any  other  provision  of  this  title, 


10  payments  made  and  services  provided  to  participants  in  a 

11  program  under  this  section,  as  a  direct  consequence  of  their 

12  participation  in  such  program,  shall  not  be  considered  as 

13  income  or  resources  for  purposes  of  determining  their  eligibil- 

14  ity  (or  the  eligibility  of  any  other  persons)  for  aid  under  the 

15  State's  plan  approved  under  section  402,  or  for  purposes  of 

16  determining  the  level  of  such  aid.". 

17  (b)  DuEATiON  OF  Peogram. — Subject  to  section 

18  416(g)(3)  of  the  Social  Security  Act  (as  added  by  subsection 

19  (a)),  the  amendment  made  by  subsection  (a)  shall  be  in  effect 

20  only  from  October  1,  1985,  until  September  30,  1987. 

21  SEC.  303.  MANDATORY  PROVISION  OF  AID  WITH  RESPECT  TO 

22  DEPENDENT  CHILDREN  IN  TWO-PARENT  FAMI- 

23  LIES. 

24  (a)  Requirement  That  Aid  be  Provided. — Section 

25  402(a)  of  the  Social  Security  Act  is  amended — 
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1  (1)  by  striking  out  "and"  after  the  semicolon  at 

2  the  end  of  paragraph  (38); 

3  (2)  by  striking  out  the  period  at  the  end  of  para- 

4  graph  (39)  and  inserting  in  lieu  thereof      and";  and 

5  (3)  by  inserting  immediately  after  paragraph  (39) 

6  the  following  new  paragraph: 

7  "(40)  provide  that  payments  of  aid  will  be  made 

8  under  the  plan  with  respect  to  dependent  children  of 

9  unemployed  parents,  in  accordance  with  section  407.". 

10  (b)  CoNFOEMiNG  AMENDMENTS. — (1)  Section  407(b)  of 

11  such  Act  is  amended  by  striking  out  "(b)  The  provisions"  and 

12  all  that  follows  down  through  "(1)  requires"  and  inserting  in 

13  lieu  thereof  the  following: 

14  "(b)  In  providing  for  the  payment  of  aid  under  the 

15  State's  plan  approved  under  section  402  in  the  case  of  fami- 

16  lies  which  include  dependent  children  within  the  meaning  of 

17  subsection  (a)  of  this   section,   as  required  by  section 

18  402(a)(40),  the  State's  plan— 

19  "(1)  shall  require". 

20  (2)  Section  407(b)(2)  of  such  Act  is  amended  by  striking 

21  out  "provides — "   and  inserting  in  lieu  thereof  "shall 

22  provide—". 

23  (c)  QUARTEES  OF  WOEK  BaSED  ON  EDUCATION  OR 

24  Training. — (1)  Section  407(d)(1)  of  such  Act  is  amended — 


HE  3128  RH  10 


146 

1  (A)  by  inserting  "(A)"  after  "means  a  calendar 

2  quarter";  and 

3  (B)  by  inserting  before  the  semicolon  at  the  end 

4  thereof  the  following:     or  (B)  if  the  State  plan  so  pro- 

5  vides  (but  subject  to  the  last  sentence  of  this  subsec- 

6  tion),  in  which  such  hidividual  (i)  was  in  regular  fuU- 

7  time  attendance  as  a  student  at  an  elementary  or  sec- 

8  ondary  school,  (ii)  was  in  regular  full-time  attendance 

9  in  a  course  of  vocational  or  technical  training  designed 

10  to  fit  him  or  her  for  gainful  employment,  or  (iii)  partici- 

11  pated  m  an  education  or  training  program  established 

12  under  the  Job  Training  Partnership  Act". 

13  (2)  Section  407(d)  of  such  Act  is  further  amended  by 

14  adding  at  the  end  thereof  (after  and  below  paragraph  (4))  the 

15  following  new  sentence: 

16  "No  individual  shall  be  credited  during  his  or  her  lifetime  (for 

17  purposes  of  subsection  (b)(l)(C)(i))  with  more  than  4  'quarters 

18  of  work'  based  on  attendance  in  a  course  or  courses  of  voca- 

19  tional  or  technical  tramuig  as  described  in  paragraph  (l)(B)(ii) 

20  of  this  subsection.". 

21  (3)  Section  407(b)(l)(C)(i)  of  such  Act  is  amended  by 

22  inserting  after  "6  or  more  quarters  of  work  (as  defined  in 

23  subsection  (d)(1))"  the  following:  ",  including  2  or  more  quar- 

24  ters  of  work  as  defined  in  subsection  (d)(1)(A),". 
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1  (d)  Effective  Date. — The  amendments  made  by  this 

2  section  shall  become  effective  October  1,  1986. 

3  TITLE  IV— PROVISIONS  RELATING 

4  TO     RAILROAD  UNEMPLOY- 

5  MENT  REPAYMENT  TAX  AND 

6  UNEMPLOYMENT  COMPENSA- 

7  TION 

Sec.  401.  Railroad  unemployment  repayment  tax. 

Sec.  402.  Extension  of  borrowing  authority  under  the  Railroad  Unemployment  In- 
surance Act. 

Sec.  403.  Supplemental  unemployment  compensation  for  certain  individuals. 


8  SEC.  401.  RAILROAD  UNEMPLOYMENT  REPAYMENT  TAX. 

9  (a)  Eate  of  Tax. — Subsection  (c)  of  section  3321  of 

10  the  Internal  Revenue  Code  of  1954  (relating  to  rate  of  rail- 

11  road  unemployment  repayment  tax)  is  amended  to  read  as 

12  follows: 

13  ''(c)  Rate  of  Tax. — For  purposes  of  this  section — 

14  **(1)  In  GENERAL. — The  appHcable  percentage  for 

15  any  taxable  period  shall  be  the  sum  of — 

16  "(A)  the  basic  rate  for  such  period,  and 

17  "(B)  the  surtax  rate  (if  any)  for  such  period. 

18  "(2)  Basic  rate. — For  purposes  of  paragraph 

19  (D- 

20  "(A)  For  periods  before   i989. — The 

21  basic  rate  shall  be — 
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1  "(i)  4.3  percent  for  the  taxable  period 

2  beginning  on  July  1,  1986,  and  ending  on 

3  December  31,  1986, 

4  "(ii)  4.7  percent  for  the  1987  taxable 

5  period,  and 

6  *'(iii)  6  percent  for  the  1988  taxable 

7  period. 

8  "(B)  Foe  peeiods  aftee  1988. — For  any 

9  taxable  period  beginning  after  December  31, 

10  1988,  the  basic  rate  shall  be  the  sum  of — 

11  "(i)  2.9  percent,  plus 

12  "(ii)  0.3  percent  for  each  preceding  tax- 

13  able  period  after  1988. 

14  In  no  event  shall  the  basic  rate  under  this  sub- 

15  paragraph  exceed  5  percent. 

16  "(3)  SuETAX  EATE. — For  purposes  of  paragraph 

17  (1),  the  surtax  rate  shall  be — 

18  "(A)  3.5  percent  for  any  taxable  period  if,  as 

19  of  September  30  of  the  preceding  calendar  year, 

20  there  was  a  balance  of  transfers  (or  unpaid  inter- 

21  est  thereon)  made  after  September  30,  1985,  to 

22  the   railroad   unemployment   insurance  account 

23  under  section  10(d)  of  the  Railroad  Unemploy- 

24  ment  Insurance  Act,  and 

25  "(B)  zero  for  any  other  taxable  period. 
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1  "(4)  Basic  eate  not  to  apply  to  eail 

2  wages  paid  after  september  30,  1990. — the 

3  basic  rate  under  paragraph  (1)(A)  shall  not  apply  to 

4  rail  wages  paid  after  September  30,  1990." 

5  (b)  Base  of  Tax  To  Be  Compensation  Used  for 

6  Railroad  Retirement  Tax  Purposes. — Subsection  (b) 

7  of  section  3323  of  such  Code  (defining  rail  wages)  is  amended 

8  to  read  as  follows: 

9  "(b)  Rail  Wages.— 

10  "(1)  In  general. — For  purposes  of  this  chapter, 

11  the  term  'rail  wages'  means  compensation  (as  defined 

12  in  section  3231(e)  for  purposes  of  the  tax  imposed  by 

13  section  3201(a))  with  the  modifications  specified  in 

14  paragraph  (2). 

15  *'(2)  Modifications. — In  applying  subsection  (e) 

16  of  section  3231  for  purposes  of  paragraph  (1) — 

17  "(A)   Only   employment   covered  by 

18  RAILROAD     unemployment     INSURANCE  ACT 

19  TAKEN  INTO  ACCOUNT. — Such  subscction  (e) 

20  shall  be  applied — 

21  "(i)  by  substituting  'rail  employment'  for 

22  'services'  each  place  it  appears, 

23  "(ii)  by  substituting  'rail  employer'  for 

24  'employer'  each  place  it  appears,  and 
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1  "(iii)  by  substituting  'rail  employee'  for 

2  'employee'  each  place  it  appears. 

3  ''(B)  $7,000  WAGE  BASE. — Such  subsection 

4  (e)  shall  be  applied  by  substituting  for  'the  appli- 

5  cable  base'  in  paragraph  (2)(A)(i)  thereof — 

6  "(i)  except  as  provided  in  clauses  (ii) 

7  and  (iii),'$7,000', 

8  "(ii)  '$3,500'  for  the  taxable  period  be- 

9  ginning  on  July  1,  1986,  and  ending  on  De- 

10  cember  31,  1986,  and 

11  "(iii)  for  purposes  of  applying  the  basic 

12  rate  under  section  3321(c)(1)(A),  '$5,250'  for 

13  the  taxable  period  beghming  on  January  1, 

14  1990. 

15  "(C)   SuccESSOE  EMPLOYERS. — For  pur- 

16  poses  of  this  subsection,  rules  similar  to  the  rules 

17  applicable    under    section    3231(e)(2)(C)  shall 

18  apply." 

19  (c)  Use  of  Taxes. — 

20  (1)  In  general. — Paragraph  (2)  of  section  232(a) 

21  of  the  Eailroad  Retirement  Revenue  Act  of  1983  (re- 

22  lating  to  tax  used  to  repay  loans  made  to  railroad  un- 

23  employment  insurance  account)  is  amended  to  read  as 

24  follows: 
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1  "(2)  Taxes  credited  against  loans  to  rail- 

2  eoad  unemployment  insurance  account. — 

3  "(A)   Taxes   attributable   to  basic 

4  RATE    TO    REDUCE    RAILROAD  UNEMPLOYMENT 

5  LOANS   MADE   BEFORE   OCTOBER    1,    19  85. — So 

6  much  of  the  amount  transferred  under  paragraph 

7  (1)  as  is  attributable  to  the  basic  rate  under  sec- 

8  tion  3321(c)(1)(A)  of  the  Internal  Revenue  Code 

9  of  1954  shall  be  credited  agauist,  and  operate  to 

10  reduce,  the  outstanding  balance  of  railroad  unem- 

11  ployment  loans  made  before  October  1,  1985. 

12  ''(B)  Taxes  attributable  to  surtax 

13  RATE    TO    reduce    RAILROAD  UNEMPLOYMENT 

14  LOANS  MADE  AFTER  SEPTEMBER  30,  198  5. — So 

15  much  of  the  amount  transferred  under  paragraph 

16  (1)  as  is  attributable  to  the  surtax  rate  under  sec- 

17  tion  3321(c)(1)(B)  of  such  Code  shall  be  credited 

18  against,  and  operate  to  reduce,  the  outstanding 

19  balance  of  railroad  unemployment  loans  made 

20  after  September  30,  1985." 

21  (2)  Transfers  to  railroad  unemployment 

22  FUND  AFTER  LOAN  REPAID. — SubscCtioU  (c)  of  SCCtioU 

23  232  of  such  Act  is  amended — 

24  (A)  by  striking  out  "the  amount"  in  para- 

25  graph  (1)  and  insertuig  in  lieu  thereof  "the 
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1  amount  described  in  subparagraph  (A)  or  (B)  of 

2  subsection  (a)(2)",  and 

3  (B)  by  inserting  before  the  comma  at  the  end 

4  of  paragraph  (2)    against  which  the  amount  de- 

5  scribed  in  such  subparagraph  may  be  credited 

6  under  such  subparagraph". 

7  (d)  Technical  Amendments. — 

8  (1)  Subsection  (a)  of  section  3322  of  such  Code 

9  (relating  to  taxable  period)  is  amended — 

10  (A)  by  adding  "and"  at  the  end  of  paragraph 

11  (1),  and 

12  (B)  by  striking  out  paragraphs  (2)  and  (3) 

13  and  inserting  m  lieu  thereof  the  following: 

14  "(2)  each  calendar  year  after  1986." 

15  (2)  Subsection  (b)  of  section  3322  of  such  Code 

16  (relating  to  earlier  termination  if  loans  to  rail  unem- 

17  ployment  fund  repaid)  is  amended — 

18  (A)  by  striking  out  "The  tax  imposed  by  this 

19  chapter  shall  not  apply"  and  insertmg  in  lieu 

20  thereof     "The     basic     rate     under  section 

21  3321(c)(1)(A)  of  the  tax  imposed  by  section  3321 

22  shall  not  apply",  and 

23  (B)  by  inserting  "made  before  October  1, 

24  1985,"  after  "no  balance  of  transfers"  in  para- 

25  graph  (1)  thereof. 
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1  (e)  Effective  Date. — The  amendments  made  by  this 

2  section  shall  apply  to  remuneration  paid  after  June  30,  1986. 

3  SEC.  402.  EXTENSION  OF  BORROWING  AUTHORITY  UNDER 

4  THE  RAILROAD  UNEMPLOYMENT  INSURANCE 

5  ACT. 

6  Section  10(d)  of  the  Railroad  Unemployment  Insurance 

7  Act  is  amended  by  striking  out  the  last  sentence  thereof. 

8  SEC.  403.  SUPPLEMENTAL  UNEMPLOYMENT  COMPENSATION 

9  FOR  CERTAIN  INDIVIDUALS. 

10  (a)  In  Geneeal. — If — 

11  (1)  an  individual  was  receiving  Federal  supple- 

12  mental  compensation  for  the  week  which  includes 

13  March  31,  1985,  or  a  series  of  consecutive  weeks 

14  which  began  with  such  week,  and 

15  (2)  such  individual  did  not  meet  the  consecutive- 

16  week  eligibility  requirements  of  the  Federal  Supple- 

17  mental  Compensation  Act  of  1982  during  any  period  of 

18  1  or  more  subsequent  weeks  by  reason  of  performing 

19  temporary  disaster  services  described  in  subsection  (e), 

20  weeks  in  such  period  shall  be  disregarded  for  purposes  of  the 

21  consecutive-week  requirement  of  section  602(f)(2)CB)  of  such 

22  Act,  and,  notwithstanding  the  requirements  of  State  law  re- 

23  lating  to  the  availability  for  work,  the  active  search  for  work, 

24  or  the  refusal  to  accept  work,  such  individual  shall  be  entitled 

25  to  payment  of  Federal  supplemental  compensation  for  each 
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1  week  of  unemployment  which  is  descrihed  in  subsection  (b) 

2  and  for  which  a  certification  of  unemployment  is  made  by 

3  such  individual  in  accordance  with  subsection  (c). 

4  (b)   Weeks   foe   Which  Payment   Shall  Be 

5  Made. — A  week  of  unemployment  for  which  payment  shall 

6  be  made  under  subsection  (a)  is  a  week  which  occurred 

7  during  the  period  which  commences  with  the  fu-st  week  be- 

8  ginning  after  the  close  of  the  period  described  m  subsection 

9  (a)(2)  and  ends  with  the  beginning  of  the  fu"st  week  in  which 

10  the  individual  was  employed  after  the  close  of  such  period. 

11  (c)  Certification. — The  certification  of  unemploy- 

12  ment  referred  to  in  subsection  (a)  shall  be  a  certification — 

13  (1)  that  is  made  on  a  form  provided  by  the  State 

14  agency  concerned  and  signed  by  the  individual;  and 

15  (2)  that  identifies  the  weeks  of  unemployment  for 

16  which  the  individual  is  making  the  certification, 

17  (d)  Limitation  on  Amount  of  Payment. — In  no 

18  case  may  the  total  amount  paid  to  an  individual  under  sub- 

19  section  (a)  exceed  the  amount  remaining  in  the  account  estab- 

20  Kshed  for  such  individual  under  section  602(e)  of  the  Federal 

21  Supplemental  Compensation  Act  of  1982  after  payments 

22  were  made  from  such  account  for  weeks  of  unemployment 

23  beginning  before  the  period  described  in  subsection  (a)(2). 

24  (e)  Definition. — For  purposes  of  subsection  (a),  the 

25  term  "temporary  disaster  services"  means  services  performed 
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1  as  a  member  of  the  National  Guard  after  being  called  up  by 

2  the  Governor  of  a  State  to  perform  services  related  to  a 

3  major  disaster  that  was  declared  on  June  3,  1985,  by  the 

4  President  of  the  United  States  under  the  Disaster  Relief  Act 

5  of  1974. 

6  (f)  Modification  of  Ageeement. — (1)  The  Secretary 

7  of  Labor  shall,  at  the  earliest  possible  date  after  the  date  of 

8  the  enactment  of  this  Act,  propose  to  any  State  concerned  a 

9  modification  of  the  agreement  that  the  Secretary  has  with 

10  such  State  under  section  602  of  the  Federal  Supplemental 

11  Compensation  Act  of  1982  in  order  to  carry  out  this  section. 

12  (2)  Pending  modification  of  the  agreement,  the  State 

13  may  make  payment  in  accordance  with  the  provisions  of  this 

14  section  and  shall  be  reimbursed  in  accordance  with  the  provi- 

15  sions  of  section  604(a)  of  the  Federal  Supplemental  Compen- 

16  sation  Act  of  1982.  For  purposes  of  carrying  out  this  para- 

17  graph,  the  term  ''this  subtitle"  in  such  section  604(a)  shall 

18  include  this  section. 

19  (g)  Effective  Date. — The  provisions  of  this  section 

20  shall  apply  to  weeks  beginning  after  March  31,  1985. 

21  TITLE  V— revenue  PROVISIONS 

Sec.  501.  Restoration  of  proposed  cuts  in  Internal  Revenue  Service  budget  and  fur- 
ther increases  in  funds  for  revenue  enforcement  and  related  pur- 
poses. 

Sec.  502.  Increase  in  rate  of  tax  on  cigarettes  made  permanent;  portion  of  tax  reve- 
nues dedicated  to  tobacco  price  support  program. 
Sec.  503.  Increase  in  excise  tax  on  coal. 

Sec.  504.  Only  railroad  retirement  benefits  equivalent  to  social  security  benefits 

treated  as  tier  1  benefits. 
Sec.  505.  Temporary  increase  in  pension  benefit  guaranty  corporation  premiums  for 
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single  employer  plans. 

1    SEC.  501.  RESTORATION  OF  PROPOSED  CUTS  IN  INTERNAL 


2  REVENUE  SERVICE  BUDGET  AND  FURTHER  IN- 

3  CREASES  IN  FUNDS  FOR  REVENUE  ENFORCE- 

4  MENT  AND  RELATED  PURPOSES. 

5  It  is  the  sense  of  the  Congress  that — 

6  (1)  the  restoration  of  the  cuts  in  the  budget  for 

7  the  Internal  Revenue  Service  for  fiscal  year  1986,  and 

8  (2)  the  further  increase  in  such  budget  total, 


9  recommended  by  the  Committee  on  Appropriations  of  the 

10  House  of  Representatives  are  necessary  for  the  efficient  oper- 

1 1  ation  of  the  Government  and  to  carry  out  the  purposes  of  this 

12  Act. 

13  SEC.  502.  INCREASE  IN  RATE  OF  TAX  ON  CIGARETTES  MADE 


14  PERMANENT;   PORTION   OF   CIGARETTE  TAX 

15  REVENUES  DEDICATED  TO  TOBACCO  PRICE 

16  SUPPORT  PROGRAM. 

17  (a)  Inceease  in  Tax  Made  Peemanent. — Subsec- 

18  tion  (c)  of  section  283  of  the  Tax  Equity  and  Fiscal  Responsi- 

19  bility  Act  of  1982  is  amended  by  striking  out  "and  before 

20  October  1,  1985". 

21  (b)  Dedication  of  Poetion  of  Cigaeette  Tax 

22  Revenues  foe  Tobacco  Peice  Suppoet  Peogeam. — 

23  (1)  In  geneeal. — Subchapter  A  of  chapter  98  of 

24  the  Internal  Revenue  Code  of  1954  (relating  to  Trust 
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1  Fund  Code)  is  amended  by  adding  at  the  end  thereof 

2  the  following  new  section: 

3  "SEC.  9505.  TOBACCO  EQUALIZATION  TRUST  FUND. 

4  ''(a)  Ceeation  of  Teust  Fund. — There  is  established 

5  in  the  Treasury  of  the  United  States  a  trust  fund  to  be  known 

6  as  the  Tobacco  Equalization  Trust  Fund',  consisting  of  such 

7  amounts  as  may  be  appropriated  or  credited  to  the  Tobacco 

8  EquaHzation  Trust  Fund  as  provided  in  this  section  or  section 

9  9602(b). 

10  "(b)  Transfers  to  Tobacco  Equalization  Trust 

11  Fund. — There  is  hereby  appropriated  to  the  Tobacco  Equali- 

12  zation  Trust  Fund  an  amount  equal  to  so  much  of  the  taxes 

13  received  in  the  Treasury  after  September  30,  1985,  and 

14  before  October  1,  1990,  under  section  5701(b)  (relating  to 

15  tax  on  cigarettes)  as  is  attributable  to  such  tax  determined  at 

16  the  rates  of — 

17  "(1)  50  cents  per  thousand  in  the  case  of  ciga- 

18  rettes  taxable  under  section  5701(b)(1),  and 

19  "(2)  $1.05  per  thousand  in  the  case  of  cigarettes 

20  taxable  under  section  5701(b)(2). 

21  "(c)  Expenditures  From  Trust  Fund. — 

22  "(1)  In  general. — Amounts  in  the  Tobacco 

23  Equalization  Trust  Fund  shall  be  available,  as  provided 

24  in  appropriation  Acts,  for  the  reimbursement  of  the 

25  Commodity  Credit  Corporation  for  part  or  all  of  the 
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1  amount  of  any  net  realized  losses  sustained  after  Sep- 

2  tember  30,  1985,  by  such  Corporation  under  section 

3  106,  106A,  or  106B  of  the  Agricultural  Act  of  1949 

4  (or  any  successor  tobacco  support  provision  hereafter 

5  enacted)  with  respect  to  crop  years  of  tobacco  after 

6  1981. 

7  "(2)  Eepayments  and  ceedits. — The  Secre- 

8  tary  shall  pay  from  time  to  time  from  the  Tobacco 

9  Equalization  Trust  Fund  to  the  general  fund  of  the 

10  Treasury  amounts  equivalent  to  the  same  proportion  of 

11  the  credits  allowed,  and  refunds  made,  after  September 

12  30,  1985,  and  before  October  1,  1990,  with  respect  to 

13  the  tax  imposed  by  section  5701(b)  as  the  portion  the 

14  tax  imposed  by  section  5701(b)  appropriated  to  the  To- 

15  bacco  Equalization  Trust  Fund  bears  to  the  aggregate 

16  tax  unposed  by  section  5701(b)." 

17  (2)  Cleeical  amendment. — The  table  of  sec- 

18  tions  for  such  subchapter  A  is  amended  by  adding  at 

19  the  end  thereof  the  following  new  item: 

"Sec.  9505.  Tobacco  Equalization  Trust  Fund." 

20  (3)  Effective  date. — The  amendments  made 

21  by  this  subsection  shall  take  effect  on  October  1,  1985.  ' 

22  SEC.  503.  INCREASE  IN  EXCISE  TAX  ON  COAL. 

23  (a)  Inceease  in  Tax. — Subsections  (a)  and  (b)  of  sec- 

24  tion  4121  of  the  Internal  Eevenue  Code  of  1954  (relating  to 

25  imposition  of  tax  on  coal)  are  amended  to  read  as  follows: 
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1  "(a)  Tax  Imposed. — 

2  "(1)  In  general. — There  is  hereby  imposed  on 

3  coal  from  mines  located  in  the  United  States  sold  by 

4  the  producer  a  tax  equal  to  the  rate  per  ton  determined 

5  under  subsection  (b). 

6  "(2)  Limitation  on  tax. — The  amount  of  the 

7  tax  imposed  by  paragraph  (1)  with  respect  to  a  ton  of 

8  coal  shall  not  exceed  the  applicable  percentage  (deter- 

9  mined  under  subsection  (b))  of  the  price  at  which  such 

10  ton  of  coal  is  sold  by  the  producer. 

11  "(b)  Determination  of  Eates  and  Limitation  on 

12  Tax. — For  purposes  of  subsection  (a) — 


In  the  case  of  sales  dunne  r         j  j  The  rate  for  coal  The  applicable 

,    J  ^  from  undereround  t         _r        •      •  5  ■ 

calendar  year:  ?  trom  surface  mines  is:  percentage  is: 

mines  is:  " 


1986  through  1990   $1.50  $.75  6 

1991  through  1995   $1.60  $.80  6.4 

After  1995   $1.50  $.75  6 


13  (b)  Reduction  of  Tax  After  1995  If  Loans  Made 

14  TO  Black  Lung  Disability  Trust  Fund  Repaid. — Sec- 

15  tion  4121  of  such  Code  is  amended  by  striking  out  subsection 

16  (e)  and  inserting  in  lieu  thereof  the  following: 

17  "(e)  Reduction  of  Tax  After  1995  If  Loans 

18  Made    to   Black   Lung   Disability   Trust  Fund 

19  Repaid. — 
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1  "(1)  In  geneeal. — In  the  case  of  sales  during 

2  any  calendar  year  to  which  this  subsection  applies,  for 

3  purposes  of  subsection  (a) — 

4  "(A)  the  rate  of  tax  on  coal  from  under- 

5  ground  mines  shall  be  $1.00, 

6  "(B)  the  rate  of  tax  on  coal  from  surface 

7  mines  shall  be  $.50,  and 

8  *'(C)  the  applicable  percentage  shall  be  4 

9  percent. 

10  "(2)  Calendae  years  to  which  subsection 

11  APPLIES. — This  subsection  shall  apply  to  any  calendar 

12  year  after  1995  (and  all  calendar  years  thereafter)  if 

13  throughout  the  2  most  recent  fiscal  years  ending  before 

14  the  beginning  of  such  calendar  year  there  was — 

15  "(A)  no  balance  of  repayable  advances  made 

16  to  the  Black  Lung  Disability  Trust  Fund,  and 

17  "(B)  no  unpaid  interest  on  such  advances." 

18  (c)  Effective  Date. — The  amendments  made  by  this 

19  section  shall  apply  to  sales  after  December  31,  1985. 

20  SEC.  504.  ONLY  RAILROAD  RETIREMENT  BENEFITS  EQUIVA- 

21  LENT  TO  SOCIAL  SECURITY  BENEFITS  TREAT- 

22  ED  AS  TIER  1  BENEFITS. 

23  (a)  In  Geneeal. — Paragraph  (4)  of  section  86(d)  of  the 

24  Internal  Revenue  Code  of  1954  (defining  social  security  ben- 

25  efits)  is  amended  to  read  as  follows: 
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1  "(4)  TiEE  1  EAILEOAD  EETIEEMENT  BENEFIT. — 

2  For  purposes  of  paragraph  (1),  the  term  'tier  1  railroad 

3  retirement  benefit'  means — 

4  ''(A)  the  amount  of  the  annuity  under  the 

5  Railroad  Retirement  Act  of  1974  equal  to  the 

6  amount  of  the  benefit  to  which  the  taxpayer 

7  would  have  been  entitled  under  the  Social  Securi- 

8  ty  Act  if  all  of  the  service  after  December  31, 

9  1936,  of  the  employee  (on  whose  employment 

10  record  the  annuity  is  being  paid)  had  been  includ- 

11  ed  in  the  term  employment  as  defined  in  the 

12  Social  Security  Act,  and 

13  "(B)  a  monthly  annuity  amount  under  section 

14  3(f)(3)  of  the  Railroad  Retirement  Act  of  1974." 

15  (b)  Effective  Date. — The  amendment  made  by  sub- 


16  section  (a)  shall  apply  to  any  monthly  benefit  for  which  the 

17  generally  applicable  payment  date  is  after  December  31, 

18  1985. 

19  SE€t        TEMPORARY  INCREASE  m  PENSION  BENEFIT  GUAR 

20  ANT¥  CORPORATION  PREMIUMS  FOR  SINGLE 

21  EMPLOYER  PLx\NS. 

22  (ft)  In  Genebal. — Clause  (i)  ef  Goction  1006(a)(3)(A)  of 

23  the  Employee  Retirement  Income  Security  Aet  ef  1971  is 

24  amended  by  inserting  ''($8.00  for  pto  years  beginning  aftef 
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1  December  My  1086,  att4  before  January      1080)"  aftef 

2  ^^$2.60'\ 

3  (b)  Teoiinioal  Amendments. — 

4  (t)  ClauGe  &  el  section  4006(a)(3)(C)  el  stteb  Aet 

5  is  amended  by  striking  etrt  'The  maximmn''  aad  ift- 

6  serting  in  lie«  thereof       the        el  ft  multiemployer 

7  plan,  the  maximum''. 

8  (2)  Clause  M  el  section  4006(a)(3)(C)  el  stteh  Aet 

9  is  amended  by  striking  ettt  ''The  profusions''  and  m- 

10  sorting  in  lieu  thereof       #ie  ease  el  a  multiemployer 

11  plan,  the  profusions". 

12  (e)  Eeeeotive  Date. — The  amendments  made  by  this 

13  section  shaH  apply  te  plan  years  beginning  altef  December 

14  MyiO^&r 

15  TITLE  VI—SINGLE'EMPLOYER 

16  PLAN     TERMINATION  INSUR- 

17  ANCE  SYSTEM 

18  SEC  601.  SHORT  TITLE  AND  TABLE  OF  CONTENTS. 

19  This  title  may  he  cited  as  "Single-Employer  Pension 

20  Plan  Amendments  Act  of  1985". 

TABLE  OF  CONTENTS 

Sec.  601.  Short  title  and  table  of  contents. 
Sec.  602.  Findings  and  declaration  of  policy. 

Sec.  603.  Amendment  of  the  Employee  Retirement  Income  Security  Act  of  1974. 
Sec.  604.  Definitions. 

Sec.  605.  Increase  in  premium  rates;  revision  of  procedures  for  establishing  premi- 
um rates;  premium  study. 
Sec.  606.  Clarification  of  authority  to  freeze  plans. 

Sec.  607.  General  requirements  relating  to  termination  of  single-employer  plans  by 

plan  administrator. 
Sec.  608.  Standard  termination  of  single-employer  plans. 
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Sec.  609.  Distress  termination  of  single-employer  plans. 
Sec.  610.  Termination  proceedings;  duties  of  the  corporation. 

Sec.  611.  Amendments  to  liability  provisions;  liabilities  relating  to  benefit  entitle- 
ments in  excess  of  benefits  guaranteed  by  the  corporation. 

Sec.  612.  Distribution  to  participants  and  beneficiaries  of  liability  payments  to 
section  4049  trustee. 

Sec.  613.  Treatment  of  transactions  to  evade  liability;  effect  of  corporate  reorgani- 
zation. 

Sec.  614.  Additional  enforcement  authority  relating  to  terminations  of  single-em- 
ployer plans. 

Sec.  615.  Security  for  waivers  of  minimum  funding  standard  and  extensions  of 

amortization  period. 
Sec.  616.  Conforming,  clarifying,  technical,  and  miscellaneous  amendments. 
Sec.  617.  Effective  date  of  title. 

1    SEC.  602.  FINDINGS  AND  DECLARA  TION  OF  POLICY. 


2  (a)  Findings. — The  Congress  finds  that — 

3  (1)  single-employer  defined  benefit  pension  plans 

4  have  a  substantial  impact  on  interstate  commerce  and 

5  are  affected  with  a  national  interest; 

6  (2)    the    continued   well-being    and  retirement 

7  income  security  of  millions  of  workers,  retirees,  and 

8  their  dependents  are  directly  affected  by  such  plans; 

9  (3)  the  existence  of  a  sound  termination  insurance 

10  system  is  fundamental  to  the  retirement  income  securi- 

11  ly  of  participants  and  beneficiaries  of  such  plans;  and 

12  (4)  the  current  termination  insurance  system  in 

13  some  instances  encourages  employers  to  terminate  pen- 

14  sion  plans,  evade  their  obligations  to  pay  benefits,  and 

15  shift  unfunded  pension  liabilities  onto  the  termination 

16  insurance  system  and  the  other  premium-payers. 

17  (b)  Additional  Findings. — The  Congress  further 


18  finds  that  modification  of  the  current  termination  insurance 
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1  system  and  an  increase  in  the  insurance  premium  for  single- 

2  employer  defined  benefit  pension  plans — 

3  (1)  is  desirable  to  increase  the  likelihood  that  full 

4  benefits  will  be  paid  to  participants  and  beneficiaries 

5  of  such  plans; 

6  (2)  is  desirable  to  provide  for  the  transfer  of  li- 

7  abilities  to  the  termination  insurance  system  only  in 

8  cases  of  severe  hardship,  and  to  keep  the  premium  costs 

9  of  such  system  at  a  reasonable  level;  and 

10  (3)  is  necessary  to  finance  properly  current  fund- 

11  ing  deficiencies  and  future  obligations  of  the  single-em- 

12  ployer  pension  plan  termination  insurance  system. 

13  (c)  Declaration  of  Policy. — It  is  hereby  declared 

14  to  be  the  policy  of  this  title — 

15  (1)  to  foster  and  facilitate  interstate  commerce, 

16  (2)  to  encourage  the  maintenance  and  growth  of 

17  single-employer  defined  benefit  pension  plans, 

18  (3)  to  increase  the  likelihood  that  participants  and 

19  beneficiaries  under  single-employer  defined  benefit  pen- 

20  sion  plans  will  receive  their  full  benefits, 

21  (4)  to  provide  for  the  transfer  of  unfunded  pension 

22  liabilities  onto  the  single-employer  pension  plan  termi- 

23  nation  insurance  system  only  in  cases  of  severe  hard- 

24  ship,  and  to  keep  the  premium  costs  of  such  system  at 

25  a  reasonable  level,  and 
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1  (5)  to  assure  the  prudent  financing  of  current 

2  funding  deficiencies  and  future  obligations  of  the 

3  single-employer  pension  plan  termination  insurance 

4  system  by  increasing  termination  insurance  premiums. 

5  SEC.    603.    AMENDMENT   OF   THE   EMPLOYEE  RETIREMENT 

6  INCOME  SECURITY  A  CT  OF  1974. 

7  Whenever  in  this  title  an  amendment  is  expressed  in 


8  terms  of  an  amendment  to  a  section  or  other  provision,  the 

9  reference  is  to  a  section  or  other  provision  of  the  Employee 

10  Retirement  Income  Security  Act  of  1974,  unless  otherwise 

1 1  specified. 

12  SEC.  604.  DEFINITIONS. 


13  (a)   In   General.— Section  4001(a)   (29  U.S.C. 

14  1301(a))  is  amended — 

15  (1)  by  striking  out  paragraph  (2)  and  inserting  in 

16  lieu  thereof  the  following  new  paragraph: 

17  ''(2)  'substantial  employer',  for  any  plan  year  of 

18  a  single-employer  plan,  means  one  or  more  persons — 

19  ''(A)  who  are  contributing  sponsors  of  the 

20  plan  in  such  plan  year, 

21  ''(B)  who,  at  any  time  during  such  plan 

22  year,  are  members  of  the  same  affiliated  group 

23  (within  the  meaning  of  subsection  (a)  of  section 

24  1563  of  the  Internal  Revenue  Code  of  1954,  de- 
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1  termined  without  regard  to  subsections  (a)(4)  and 

2  (e)(3)(C)  of  such  section),  and 

3  *'(C)  whose  required  contributions  to  the 

4  plan  for  each  plan  year  constituting  one  of — 

5  ''(i)  the  two  immediately  preceding  plan 

6  years,  or 

7  ''(ii)  the  first  two  of  the  three  immedi- 

8  ately  preceding  plan  years, 

9  total  an  amount  greater  than  or  equal  to  10  per- 

10  cent  of  all  contributions  required  to  be  paid  to  or 

11  under  that  plan  for  such  plan  year;"; 

12  (2)  in  paragraph  (11),  by  striking  out  ''and''; 

13  (3)  in  paragraph  (12),  by  striking  out  "corpora- 

14  tion."  and  inserting  in  lieu  thereof  ''corporation;"  and 

15  (4)  by  adding  after  paragraph  (12)  the  following 

16  new  paragraphs: 

17  "(13)  'contributing  sponsor',  of  a  single-employer 

18  plan,  means  a  person — 

19  "(A)  who  is  responsible  for  meeting  the  fund- 

20  ing  requirements  under  section  302  of  this  Act  or 

21  section  412  of  the  Internal  Revenue  Code  of 

22  1954,  or 

23  "(B)  who  is  a  member  of  the  controlled 

24  group  of  a  person  described  in  subparagraph  (A), 

25  has  been  responsible  for  meeting  such  funding  re- 
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1  quirements,    and   has   employed   a  significant 

2  number  (as  may  be  defined  in  regulations  of  the 

3  corporation)  of  participants  under  such  plan  while 

4  such  person  was  so  responsible; 

5  "(14)  in  the  case  of  a  single-employer  plan — 

6  "(A)  'controlled  group'  means,  in  connection 

7  with  any  person,   a  group  consisting  of  such 

8  person  and  all  other  persons  under  common  con- 

9  trol  with  such  person;  and 

10  "(B)  the  determination  of  whether  two  or 

11  more  persons  are  under  'common  control'  shall  be 

12  made  under  regulations  of  the  corporation  which 

13  are  consistent  and  coextensive  with  regulations 

14  prescribed  for  similar  purposes  by  the  Secretary 

15  of  the  Treasury  under  section  414(c)  of  the  Inter- 
im nal  Revenue  Code  of  1954; 

17  "(15)  'single-employer  plan'  means,  except  as  oth- 

18  erwise  specifically  provided  in  this  title,  any  plan 

19  which  is  not  a  multiemployer  plan; 

20  "(16)  'benefit  entitlements',  of  a  participant  or 

21  beneficiary  as  of  any  date  under  a  single-employer 

22  plan,  means  all  benefits  provided  by  the  plan  with  re- 

23  spect  to  the  participant  or  beneficiary  which — 

24  "(A)  are  guaranteed  under  section  4022, 
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1  "(B)  would  be  guaranteed  under  section 

2  4022,  but  for  the  operation  of  subsection  4022(b), 
S  or 

4  "(C)  constitute — 

5  "(i)  early  retirement  supplements  or 

6  subsidies, 

7  "(ii)  plant  closing  benefits,  or 

8  ''(Hi)  death  benefits, 

9  irrespective  of  whether  any  such  benefits  are  guar- 

10  anteed  under  section  4022,  if  the  participant  or 

11  beneficiary  has  satisfied,  as  of  such  date,  all  of 

12  the  conditions  required  of  him  or  her  under  the 

13  provisions  of  the  plan  to  establish  entitlement  to 

14  the  benefits,  except  for  the  submission  of  a  formal 

15  application,  retirement,  completion  of  a  required 

16  waiting  period,  death,  or  designation  of  a  benefici- 

17  ary; 

18  "(17)  'amount  of  unfunded  guaranteed  benefits', 

19  of  a  participant  or  beneficiary  as  of  any  date  under  a 

20  single-employer  plan,  means  an  amount  equal  to  the 

21  excess  of — 

22  "(A)  the  actuarial  present  value  (determined 

23  as  of  such  date  on  the  basis  of  assumptions  pre- 

24  scribed  by  the  corporation  for  purposes  of  section 

25  4044)  of  the  benefits  of  the  participant  or  benefici- 
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1  ary  under  the  plan  which  are  guaranteed  under 

2  section  4022,  over 

3  "(B)  the  current  value  as  of  such  date  of  the 

4  assets  of  the  plan  which  are  required  to  be  allocat- 

5  ed  to  those  benefits  under  section  4044; 

6  ''(18)  'amount  of  unfunded  benefit  entitlements', 

7  of  a  participant  or  beneficiary  as  of  any  date  under  a 

8  single-employer  plan,  means  an  amount  equal  to  the 

9  excess  of — 

10  ''(A)  the  actuarial  present  value  (determined 

11  as  of  such  date  on  the  basis  of  assumptions  pre- 

12  scribed  by  the  corporation  for  purposes  of  section 

13  4044)  of  the  benefit  entitlements  of  the  participant 

14  or  beneficiary  under  the  plan,  over 

15  '^(B)  the  current  value  as  of  such  date  of  the 

16  assets  of  the  plan  which  are  required  to  be  allocat- 

17  ed  to  those  benefit  entitlements  under  section 

18  4044; 

19  "(19)    'outstanding   amount   of  benefit  entitle- 

20  ments',  of  a  participant  or  beneficiary  under  a  termi- 

21  nated  single-employer  plan,  means  the  excess  of — 

22  ''(A)  the  actuarial  present  value  (determined 

23  as  of  the  termination  date  on  the  basis  of  assump- 

24  tions  prescribed  by  the  corporation  for  purposes  of 
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1  section  4044)  of  the  benefit  entitlements  of  such 

2  participant  or  beneficiary  under  the  plan,  over 

3  ''(B)  the  actuarial  present  value  (determined 

4  as  of  such  date  on  the  basis  of  assumptions  pre- 

5  scribed  by  the  corporation  for  purposes  of  section 

6  4044)  of  the  benefits  of  such  participant  or  benefi- 

7  ciary  which  are  guaranteed  under  section  4022  or 

8  to  which  assets  of  the  plan  are  allocated  under 

9  section  4044; 

10  ''(20)  'person '  has  the  meaning  set  forth  in  section 

11  3(9); 

12  ''(21)  'affected  party'  means,  with  respect  to  a 

13  plan — 

14  "(A)  each  participant  in  the  plan, 

15  ''(B)  each  beneficiary  under  the  plan  who  is 

16  a  beneficiary  of  a  deceased  participant  or  who  is 

17  an  alternate  payee  (within  the  meaning  of  section 

18  206(d)  (3)  (K))  under  an  applicable  qualified  do- 

19  mestic  relations  order  (within  the  meaning  of  sec- 

20  tion  206(d)(3)(B)(i)), 

21  "(C)  each  employee  organization  represent- 

22  ing  participants  in  the  plan,  and 

23  "(B)  the  corporation, 

24  except  that,  in  connection  with  any  notice  required  to 

25  be  provided  to  the  affected  party,  if  an  affected  party 
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1  has  designated,  in  writing,  a  person  to  receive  such 

2  notice  on  behalf  of  the  affected  party,  any  reference  to 

3  the  affected  party  shall  be  construed  to  refer  to  such 

4  person;  and 

5  "(22)  'section  4049  trustee',  in  connection  with  a 

6  terminated  single-employer  plan,  means  the  trustee  ap- 

7  pointed  under  section  4049(a)  in  connection  with  the 

8  plan. 

9  (b)  Technical  Correction  of  Error  in  Multi- 

10  employer  Pension  Plan  Amendments  Act  of  1980. — 

11  Section  4001  is  further  amended  by  striking  out  the  amend- 

12  ments  made  by  section  402(a)(1)(F)  of  the  Multiemployer 

13  Pension  Plan  Amendments  Act  of  1980  (94  Stat.  1297) 

14  (adding  new  paragraphs  after  a  subsection  (c)(1)),  and,  in 

15  lieu  thereof,  in  subsection  (b),  by  inserting  "(1)"  after  ''(b)" 

16  and  by  adding  at  the  end  of  such  subsection  the  following  new 

17  paragraphs: 

18  "(2)  For  purposes  of  this  title,  except  as  otherwise  pro- 
Id  vided  in  this  title,  contributions  or  other  payments  shall  be 

20  considered  made  under  a  plan  for  a  plan  year  if  they  are 

21  made  within  the  period  prescribed  under  section  412(c)(10) 

22  of  the  Internal  Revenue  Code  of  1954  (determined,  in  the 

23  case  of  a  terminated  plan,  as  if  the  plan  had  continued 

24  beyond  the  termination  date). 
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1  "(3)  For  purposes  of  subtitle  E,  'Secretary  of  the  Treas- 

2  ury '  means  the  Secretary  of  the  Treasury  or  such  Secretary 's 

3  delegate. 

4  SEC.  605.  INCREASE  IN  PREMIUM  RATES;  REVISION  OF  PROCE- 

5  DURES  FOR  ESTABLISHING  PREMIUM  RATES; 

6  PREMIUM  STUDY. 

7  (a)  Premium  Increase. — Section  400 6 (a)  (3)  (A)  (i) 

8  (29  U.S.C.  13 06 (a)  (3)  (A)  (i))  is  amended  by  striking  out, 

9  "for  plan  years  beginning  after  December  31,  1977,  an 

10  amount  equal  to  $2.60"  and  inserting  in  lieu  thereof  "for 

11  plan  years  beginning  after  December  31,  1985,  an  amount 

12  equal  to  $8.50". 

13  (b)  Conforming  Amendment  With  Respect  to 

14  Plan   Years  After   1977— Section   4006(c)(1)  (29 

15  U.S.C.  1306(c)(1))  is  amended  by  striking  out  subparagraph 

16  (A)  and  inserting  in  lieu  thereof  the  following  new  subpara- 

17  graph: 


18  "(A)  in  the  case  of  each  plan  which  was  not  a 

19  multiemployer  plan  in  a  plan  year — 

20  "(i)  with  respect  to  each  plan  year  beginning 

21  before  January  1,  1978,  an  amount  equal  to  $1 

22  for  each  individual  who  was  a  participant  in  such 

23  plan  during  the  plan  year,  and 

24  "(ii)  with  respect  to  each  plan  year  begin- 

25  ning  after  December  31,  1977,  an  amount  equal 
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1  to  $2.60  for  each  individual  who  was  a  partici- 

2  pant  in  such  plan  during  the  plan  year,  and". 

3  (c)  Incorporation  of  Certain  Former  Provi- 

4  siONS  IN  Lieu  of  Cross  Reference  Thereto. — Sec- 

5  tion  4006(a)  (29  U.S.C.  1306(a))  is  amended— 

6  (1)  in  paragraph  (1),  by  striking  out  the  last  sen- 

7  tence;  and 

8  (2)  by  adding  at  the  end  thereof  the  following  new 

9  paragraphs: 

10  "(6)  (A)  In  carrying  out  its  authority  under  paragraph 


11  (1)  to  establish  premium  rates  and  bases  for  basic  benefits 

12  guaranteed  under  section  4022  with  respect  to  single-employ - 

13  er  plans,  the  corporation  shall  establish  such  rates  and  bases 

14  in  coverage  schedules  in  accordance  with  the  provisions  of 

15  this  paragraph. 


16  "(B)  The  corporation  may  establish  annual  premiums 

17  for  single-employer  plans  composed  of  the  sum  of — 

18  ''(i)  a  charge  based  on  a  rate  applicable  to  the 

19  excess,  if  any,  of  the  present  value  of  the  basic  benefits 

20  of  the  plan  which  are  guaranteed  over  the  value  of  the 

21  assets  of  the  plan,  not  in  excess  of  0.1  percent,  and 

22  "(ii)  an  additional  charge  based  on  a  rate  appli- 

23  cable  to  the  present  value  of  the  basic  benefits  of  the 

24  plan  which  are  guaranteed. 
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1  The  rate  for  the  additional  charge  referred  to  in  clause  (ii) 

2  shall  be  set  by  the  corporation  for  every  year  at  a  level  which 

3  the  corporation  estimates  will  yield  total  revenue  approxi- 

4  mately  equal  to  the  total  revenue  to  be  derived  by  the  corpora- 

5  tion  from  the  charges  referred  to  in  clause  (i)  of  this 

6  subparagraph. 


7  "(C)  The  corporation  may  establish  annual  premiums 

8  for  single-employer  plans  based  on — 

9  ''(i)  the  number  of  participants  in  a  plan,  but 

10  such  premium  rates  shall  not  exceed  the  rates  described 

11  in  paragraph  (3), 

12  "(ii)  unfunded  basic  benefits  guaranteed  under 

13  this  title,  but  such  premium  rates  shall  not  exceed  the 

14  limitations  applicable  to  charges  referred  to  in  subpara- 

15  graph  (B)(i),  or 

16  "(Hi)  total  guaranteed  basic  benefits,  but  such 

17  premium  rates  shall  not  exceed  the  rates  for  additional 

18  charges  referred  to  in  subparagraph  (B)(ii). 


19  If  the  corporation  uses  two  or  more  of  the  rate  bases  described 

20  in  this  subparagraph,  the  premium  rates  shall  be  designed  to 

21  produce  approximately  equal  amounts  of  aggregate  premium 

22  revenue  from  each  of  the  rate  bases  used. 

23  "(D)  For  purposes  of  this  paragraph,  the  corporation 

24  shall  by  regulation  define  the  terms  'value  of  assets'  and 

25  'present  value  of  the  benefits  of  the  plan  which  are  guaran- 
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1  teed^  in  a  manner  consistent  with  the  purposes  of  this  title 

2  and  the  provisions  of  this  section. 

3  (d)  Approval  by  Joint  Resolution  of  Recom- 

4  MENDATIONS  OF  THE  PENSION  BENEFIT  GUARANTY  COR- 

5  PO  RATI  ON. — 

6  (1)  The  last  sentence  of  subsection  (a)(2)  of  sec- 

7  tion  4006  (29  U.S.C.  1306(a)(2))  is  amended  by 

8  striking  out  "the  Congress  approves  such  revised  sched- 

9  ule  by  a  concurrent  resolution    and  inserting  in  lieu 

10  thereof  "a  joint  resolution  approving  such  revised 

11  schedule  is  enacted". 

12  (2)  Subsection  (a)(4)  of  section  4006  (29  U.S.C. 

13  1306(a)(4))  is  amended  by  striking  out  "approval  by 

14  the  Congress"  and  inserting  in  lieu  thereof  "the  enact- 

15  ment  of  a  joint  resolution 

16  (3)  Subsection  (b)(3)  of  section  4006  (29  U.S.C. 

17  1306(b)(3))  is  amended  by  striking  out  "concurrent" 

18  and  inserting  in  lieu  thereof  "joint",  by  striking  out 

19  "That  the  Congress  favors  the"  and  inserting  in  lieu 

20  thereof  "The",  and  by  inserting  "is  hereby  approved" 

21  before  the  period  preceding  the  quotation  marks. 

22  (4)  Subsection  (f)(2)(B)  of  section  4022A  (29 

23  U.S.C.  1322a(f)(2)(B))  is  amended  by  striking  out 

24  "Congress  by  concurrent  resolution"  and  inserting  in 

25  lieu  thereof  "the  enactment  of  a  joint  resolution". 
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1  (5)  Subsection  (f)(2)(C)  of  section  4022 A  (29 

2  JJ.S.C.  1322a(f)(2)(C))  is  amended  by  striking  out 

3  "approved"  and  inserting  in  lieu  thereof  "so  enacted". 

4  (6)  Subsection  (f)(3)(B)  of  section  4022A  (29 

5  U.S.C.  1322a(f)(3)(A))  is  amended  by  striking  out 

6  "Congress  by  a  concurrent  resolution"  and  inserting  in 

7  lieu  thereof  "enactment  of  a  joint  resolution". 

8  (7)  Subsection  (f)(4)(A)  of  section  4022A  (29 

9  U.S.C.  1322a(f)(4)(A))  is  amended  by  striking  out 

10  "concurrent"  and  inserting  in  lieu  thereof  "joint". 

11  (8)  Subsection  (f)(4)(B)  of  section  4022A  (29 

12  U.S.C.  1322a(f)(4)(B))  is  amended  by  striking  out 

13  "concurrent"  each  place  it  appears  and  inserting  in 

14  lieu  thereof  "joint",  by  striking  out  "That  the  Con- 
lb  gress  favors  the"  and  inserting  in  lieu  thereof  "The", 

16  and  by  inserting  "is  hereby  approved"  immediately 

17  before  the  period  preceding  the  quotation  marks. 

18  (9)  Subsection  (g)(4)(A)(ii)  of  section  4022A  (29 

19  U.S.C.  1322a(g)(4)(A)(ii))  is  amended  by  striking  out 

20  "concurrent"  and  inserting  in  lieu  thereof  "joint",  and 

21  by  striking  out  "adopted"  and  inserting  in  lieu  thereof 

22  "enacted". 

23  (10)  Subsection  (g)(4)(B)  of  section  4022A  (29 

24  U.S.C.  1322a(g)(4)(B))  is  amended  by  striking  out 

25  "concurrent"  each  place  it  appears  and  inserting  in 
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1  lieu  thereof  "joint'\  by  striking  out  "That  the  Con- 

2  gress  disapproves  the"  and  inserting  in  lieu  thereof 

3  ''The'\  and  by  inserting  "is  hereby  disapproved"  im- 

4  mediately  before  the  period  preceding  the  quotation 

5  marks. 

6  (e)  Effective  Date. — The  amendments  made  by  the 

7  preceding  provisions  of  this  section  shall  be  effective  for  plan 

8  years  commencing  after  December  31,  1985. 

9  (f)  Single -Employer  Pension  Plan  Termina- 

10  TiON  Insurance  Premium  Study. — 

11  (1)  In  general. — As  soon  as  practicable  after 

12  the  date  of  the  enactment  of  this  Act,  an  advisory  coun- 

13  cil,  to  be  appointed  by  the  chairmen  of  the  Committee 

14  on  Education  and  Labor  and  the  Committee  on  Ways 

15  and  Means  of  the  House  of  Representatives  and  the 

16  Committee  on  Labor  and  Human  Resources  and  the 

17  Committee  on  Finance  of  the  Senate,  shall  conduct  a 

18  study  of  the  premiums  established  under  the  single-em- 

19  ployer  pension  plan  termination  insurance  program 

20  under  title  IV  of  the  Employee  Retirement  Income  Se- 

21  curity  Act  of  1974. 

22  (2)  Advisory  council. — The  advisory  council 

23  shall  be  composed  of  an  equal  number  of  representa- 

24  tives  of  single-employer  plan  sponsors,  employee  orga- 

25  nizations  representing  single-employer  plan  partici- 
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1  pants,  and  the  general  public  who  are  experts  in  the 

2  matters  to  he  considered  in  the  study.  The  members  of 

3  the  advisory  council  shall  serve  without  compensation, 

4  except  that,  while  away  from  their  homes  or  regular 

5  places  of  business  in  the  performance  of  services  for  the 

6  advisory  council,  such  members  shall  be  allowed  travel 

7  expenses,  including  per  diem  in  lieu  of  subsistence,  in 

8  the  same  manner  as  persons  employed  intermittently  in 

9  the  Government  service  are  allowed  expenses  under 

10  section  5703(b)  of  title  5,  United  States  Code. 

11  (3)  Matters  to  be  studied. — The  advisory 

12  council  shall  specifically  consider  in  its  study  the  fol- 

13  lowing  matters: 

14  (A)  the  effect  of  the  amendments  made  by 

15  this  Act  on  the  long-term  stability  of  the  single- 

16  employer  pension  plan  termination  insurance  pro- 

17  gram  under  title  IV  of  the  Employee  Retirement 

18  Income  Security  Act  of  1974; 

19  (B)  the  manner  in  which  premium  levels  are 

20  set  under  such  program; 

21  (C)  the  assumptions  and  methods  used  in  the 

22  valuation  of  the  assets  and  liabilities  of  such  pro- 

23  gram  and  the  appropriateness  of  such  assumptions 

24  and  methods  in  establishing  single-employer  plan 

25  termination  insurance  premiums;  and 
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1  (D)   alternatives   to   the   current  statutory 

2  mechanism  with  respect  to  proposals  for  changes 

3  in  the  premium  levels  under  such  program. 

4  (4)   Submission  of  report. — The  advisory 

5  council's  report  under  this  subsection,  together  with 

6  any  recommendations  for  statutory  changes,  shall  be 

7  submitted  not  later  than  two  years  after  the  date  of  the 

8  enactment  of  this  Act  to  the  Speaker  of  the  House  of 

9  Representatives  and  the  President  pro  tempore  of  the 

10  Senate. 

11  (5)  Cooperation  by  the  Pension  Benefit 

12  Guaranty  Corporation  and  Other  Federal 

13  Agencies. — The  Pension  Benefit  Guaranty  Corpora- 
ls tion  shall  cooperate  with  the  advisory  council  in  carry- 
lb  ing  out  the  requirements  of  this  section.  In  order  to 

16  avoid  unnecessary  expense  and  duplication,   to  the 

17  extent  not  otherwise  prohibited  by  law,  the  Corporation 

18  and  any  other  Federal  agency  shall  provide  to  the  ad- 

19  visory  council  any  data,  analyses,  or  other  relevant  in- 

20  formation  related  to  the  matters  to  be  studied. 

21  (6)  Authorization  of  appropriations. — 

22  There  are  authorized  to  be  appropriated  to  the  advisory 

23  council,  for  each  of  the  fiscal  years  beginning  October 

24  1,  1985,  and  October  1,  1986,  respectively,  such  sums 
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1  as  are  necessary  to  carry  out  the  requirements  of  this 

2  subsection. 

3  SEC.  606.  CLARIFICA  TION  OF  A  UTHORITY  TO  FREEZE  PLANS. 

4  (a)  In  General.— Section  4001  (29  U.S.C.  1301) 

5  (as  amended  by  section  4)  is  further  amended  by  adding  at 

6  the  end  thereof  the  following  new  subsection: 

7  "(c)(1)  For  purposes  of  this  title,  the  term  'terminate', 

8  when  used  in  connection  with  a  single-employer  plan,  means 

9  to  terminate  in  accordance  with  section  4041  or  4042. 

10  "(2)(A)  The  adoption  and  operation  of  a  provision  of  a 

11  single-employer  plan  amendment  is  not  a  termination  for 

12  purposes  of  this  title  if  such  provision  constitutes  a  freezing  of 

13  the  plan. 

14  "(B)(i)  Except  as  provided  in  clauses  (ii)  and  (Hi),  a 

15  provision  referred  to  in  subparagraph  (A)  constitutes  a  freez- 

16  ing  of  a  plan  if  and  only  if  the  sole  effect  of  the  provision  is  to 

17  provide  that  some  or  all  service  performed  on  or  after  a  speci- 

18  fied  date  (which  is  or  follows  the  effective  date  of  the  amend- 

19  ment)  will  not  be  taken  into  account  under  the  plan  solely  for 

20  purposes  of  determining  (in  accordance  with  section  204  of 

21  this  Act  or  section  411(b)  of  the  Internal  Revenue  Code  of 

22  1954)  benefits  accrued  on  or  after  such  specified  date. 

23  "(ii)  Except  as  provided  in  clause  (Hi),  a  provision  re- 

24  f erred  to  in  subparagraph  (A)  shall  not  be  treated  as  failing 

25  to  constitute  a  freezing  of  the  plan  solely  because  the  provi- 
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1  sion  also  provides  that  some  or  all  relevant  factors  used  to 

2  determine  benefits  based  on  service  performed  prior  to  such 

3  specified  date  shall  remain  constant. 

4  "(Hi)  A  provision  referred  to  in  subparagraph  (A)  shall 

5  not  constitute  a  freezing  of  the  plan  if  an  effect  of  the  provi- 

6  sion  is  to  provide  that  some  or  all  service  performed  on  or 

7  after  such  specified  date  will  not  be  taken  into  account  under 

8  the  plan  for  purposes  of  determining  (in  accordance  with  sec- 

9  tion  203  of  this  Act  or  section  411(a)  of  such  Code)  nonfor- 

10  feitability  of  benefits  accrued  before  such  specified  date  or  for 

11  purposes  of  determining  satisfaction  of  any  other  require- 

12  ments  for  eligibility  for  benefits  accrued  before  such  specified 

13  date.'\ 

14  (b)   Notice   Requirements. — Section   204  (29 

15  U.S.C.  1054)  is  amended — 


16  (1)  by  redesignating  subsection  (h)  as  subsection 

17  (i);  and 

18  (2)  by  inserting  after  subsection  (g)  the  following 

19  new  subsection: 

20  "(h)  A  single-employer  plan  covered  under  section  4021 


21  may  not  be  amended  on  or  after  the  date  of  the  enactment  of 

22  the  Single-Employer  Pension  Plan  Amendments  Act  of  1985 

23  so  as  to  provide  for  a  freezing  of  the  plan  (within  the  meaning 

24  of  section  4001(c)(2)(B)),  unless,  after  adoption  of  the  plan 

25  amendment  and  not  less  than  60  days  before  the  effective  date 
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1  of  the  plan  amendment,  the  plan  administrator  provides  to 

2  each  affected  party  (as  defined  in  section  4001(a)(21))  a 

3  written  notice  setting  forth  the  plan  amendment  and  its  effec- 

4  tive  date. 

5  SEC.  607.  GENERAL  REQUIREMENTS  RELATING  TO  TERMINA- 


6  TION  OF  SINGLE-EMPLOYER  PLANS  BY  PLAN  AD- 

7  MINISTRATORS. 

8  (a)  In  General.— Section  4041  (29  U.S.C.  1341)  is 

9  amended  by  striking  out  subsections  (a)  through  (c)  and  in- 

10  serting  in  lieu  thereof  the  following: 

11  ''Sec.  4041.   (a)  General  Rules  Governing 

12  Single-Employer  Plan  Terminations. — 

13  "(1)  Exclusive  means  of  plan  termina- 

14  TION. — Except  in  the  case  of  a  termination  for  which 

15  proceedings  are  otherwise  instituted  by  the  corporation 

16  as  provided  in  section  4042,  a  single-employer  plan 

17  may  be  terminated  only  in  a  standard  termination 

18  under  subsection  (b)  or  a  distress  termination  under 

19  subsection  (c). 

20  ''(2)  60-DAY  notice  to  affected  parties. — 

21  Not  less  than  60  days  before  the  proposed  termination 

22  date  of  a  plan  termination  under  subsection  (b)  or  (c), 

23  the  plan  administrator  shall  provide  to  each  affected 

24  party  a  written  notice  stating  that  such  termination  is 

25  intended  and  the  proposed  termination  date.  The  writ- 
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1  ten  notice  shall  include  any  related  additional  informa- 

2  tion  required  in  regulations  of  the  corporation. 

3  ''(3)  Procedure  in  the  event  of  related 

4  adjudicatory  proceedings. — 

5  "(A)  Procedure  in  the  case  of  stand- 

6  ard   termination. — In  any  case  in  which, 

7  during  the  period  beginning  on  the  date  on  which 

8  the  plan  administrator  provides  the  notice  re- 

9  quired  under  paragraph  (2)  and  ending  on  the 

10  proposed  termination  date  specified  in  such  notice, 

11  the  plan  administrator  receives  written  notice 

12  from  an  affected  party  that  there  is  pending  a  re- 
Id  lated  adjudicatory  proceeding  with  respect  to  the 

14  proposed  standard  termination  of  the  plan  under 

15  subsection  (b),  the  plan  administrator — 

16  "(i)  shall  suspend  the  termination,  by 

17  '  refraining  from  further  processing  or  imple- 

18  menting  the  termination  during  the  pendency 

19  of  such  proceeding,  or 

20  ''(ii)  may  proceed  with  the  termination, 

21  except  that,  in  so  proceeding,  the  plan  ad- 

22  ministrator  shall  take  such  actions  (includ- 

23  ing,  but  not  limited  to,  providing  for  segrega- 

24  tion  of  plan  assets  or  maintenance  of  plan 

25  records)  as  are  necessary  and  appropriate  to 


•  HR  3128  RH 


184 

1  assure  that  the  plan  may  he  effectively  re- 

2  stored  if  the  plan  is  finally  determined  in 

3  any  such  proceeding  to  have  been  terminated 

4  in  violation  of  the  contractual  or  statutory 

5  rights  of  any  affected  party  and  is  ordered  in 

6  such  proceeding  to  be  restored. 

7  During  any  period  of  time  for  which  the  plan  ad- 

8  ministrator  suspends  the  termination  pursuant  to 

9  clause  (i),  any  applicable  time  limitation  in  the 

10  termination  procedure  shall  cease  to  run. 

11  ''(B)  Procedure  in  the  case  of  dis- 

12  TRESS  TERMINATION. — In  the  casc  of  a  related 

13  adjudicatory  proceeding  with  respect  to  a  proposed 

14  distress  termination  of  the  plan  under  subsection 

15  (c),  subparagraph  (A)  shall  apply  with  respect  to 

16  such  termination  and  proceeding  in  the  same 

17  manner  and  to  the  same  extent  as  it  applies  in  the 

18  case  of  a  standard  termination,  except  that  any 

19  reference  in  subparagraph  (A)  to  the  plan  admin- 

20  istrator  shall  be  considered  a  reference  to  the  plan 

21  administrator  and  to  the  corporation  or  other 

22  person  serving  as  trustee  under  section  4042. 

23  ''(C)  Related  adjudicatory  proceed- 

24  ING. — For  purposes  of  this  paragraph,  the  term 

25  'related  adjudicatory  proceeding'  means  any  pro- 
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1  ceeding  (including  timely  appeals  therefrom)  com- 

2  menced  by  an  affected  party  as — 

3  ''(i)  0,  grievance  proceeding  before  an 

4  appropriate  adjudicative  entity, 

5  *'(ii)    an    administrative  proceeding 

6  before  an  appropriate  governmental  agency, 

7  or 

8  *'(iii)  a  civil  action  in  a  court  of  compe- 

9  tent  jurisdiction, 

10  in  which  the  affected  party  alleges  that  the  pro- 

11  posed  termination  would  violate  the  contractual  or 

12  statutory  rights  of  any  affected  party. 

13  "(D)  Pendency  of  proceeding. — For 

14  purposes  of  this  paragraph,  a  related  adjudicatory 

15  proceeding  shall  be  treated  as  pending  from  the 

16  date  on  which  it  is  commenced  until  the  earlier 

17  of— 

18  ''(i)  the  date  of  a  final  determination  in 

19  the  proceeding  that  the  proposed  termination 

20  would  not  violate  the  contractual  or  statutory 

21  rights  referred  to  in  subparagraph  (C),  or 

22  "(ii)  the  date  of  a  preliminary  decision 

23  by  the  presiding  adjudicative  entity,  govem- 

24  mental  agency,  or  court  that,  taking  into  con- 

25  sideration  all  the  facts  and  circumstances, 
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1  the  affected  party  is  not  likely  to  prevail  in 

2  such  proceeding  and  the  equities  clearly 

3  favor  discontinuing  compliance  with  clauses 

4  (i)  and  (ii)  of  subparagraph  (A). 

5  ''(E)  Effects  of  suspension  of  termi- 

6  NATION. — In  any  case  in  which  a  termination  is 

7  suspended  pursuant  to  the  preceding  provisions  of 

8  this  paragraph,  if  the  proposed  termination  is  fi- 

9  nally  determined  in  a  related  adjudicatory  pro- 

10  ceeding  not  to  be  in  violation  of  the  contractual  or 

1 1  statutory  rights  of  any  affected  party,  the  termina- 
ls tion  of  the  plan  shall  be  effective  as  of  the  pro- 

13  posed  termination  date. 

14  (b)  Definitions  Relating  to  Sufficiency. — Sec- 
Id  tion  4041(d)  (29  U.S.C.  1341(d))  is  amended  to  read  as 

16  follows: 

1 7  * '(d)  S UFFICIENCY.  — For  purposes  of  this  section — 

18  "(1)   Sufficiency  for  benefit  entitle- 

19  MENTS. — A  single-employer  plan  is  sufficient  for  bene- 

20  fit  entitlements  if  there  is  no  amount  of  unfunded  bene- 

21  fit  entitlements  under  the  plan. 

22  "(2)  Sufficiency  for  guaranteed  bene- 

23  FITS. — A  single-employer  plan  is  sufficient  for  guaran- 

24  teed  benefits  if  there  is  no  amount  of  unfunded  guaran- 

25  teed  benefits  under  the  plan.  ". 
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1  SEC.    608.    STANDARD   TERMINATION  OF  SINGLE-EMPLOYER 

2  PLANS. 

3  (a)  In  General. — Section  4041  (as  amended  by  sec- 

4  Hon  7  of  this  Act)  is  further  amended  by  inserting  after  sub- 

5  section  (a)  the  following  new  subsection: 

6  ''(b)  Standard  Termination  of  Single-Employ- 

7  ER  Plans. — 

8  "(1)  General  requirements. — A  single-em- 

9  ployer  plan  may  terminate  under  a  standard  termina- 

10  tion  only  if — 

11  ''(A)  when  the  final  distribution  of  assets 

12  occurs,  the  plan  is  sufficient  for  benefit  entitle- 

13  ments  (determined  as  of  the  termination  date), 

14  "(B)  the  plan  administrator  provides  the  60- 

15  day  advance  notice  to  affected  parties  required 

16  under  subsection  (a)(2), 

17  "(C)  the  requirements  of  subparagraphs  (A) 

18  and  (B)  of  paragraph  (2)  are  met,  and 

19  "(D)  the  corporation  does  not  issue  a  notice 

20  of  noncompliance   under  subparagraph   (C)  of 

21  paragraph  (2). 

22  "(2)  Termination  PROCEDURE. — 

23  "(A)  Notice  to  the  corporation. — As 

24  soon  as  practicable  after  the  termination  date  pro- 

25  posed  in  the  notice  provided  pursuant  to  subsec- 
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1  tion  (a)(2),  the  plan  administrator  shall  send  a 

2  notice  to  the  corporation  setting  forth — 

3  "(i)  certification  by  an  enrolled  actu- 

4  ary — 

5  "(I)  of  the  amount  of  the  assets  of 

6  the  plan  (as  of  a  proposed  date  of  final 

7  distribution  of  assets), 

8  "(II)  of  the  actuarial  present  value 

9  (as  of  such  date)  of  the  benefit  entitle- 

10  ments  under  the  plan,  and 

11  "(III)  that  the  plan  will  be  suf- 

12  ficient  (as  of  such  date)  for  benefit 

13  entitlements, 

14  ''(ii)  such  information  as  the  corpora- 
lb  tion  may  prescribe  in  regulations  as  neces- 

16  sary  to  enable  the  corporation  to  make  deter- 

17  minations  under  subparagraph  (C),  and 

18  ''(Hi)  certification  by  the  plan  adminis- 

19  trator  that  the  information  on  which  the  en- 

20  rolled  actuary  based  the  certification  under 

21  clause  (i)  and  the  information  provided  to  the 

22  corporation  under  clause  (ii)  is  accurate  and 

23  complete. 

24  ''(B)  Notice  to  participants  and  bene- 

25  FICI ARIES  OF  BENEFIT  ENTITLEMENTS. — At  the 
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1  time  a  notice  is  sent  by  the  plan  administrator 

2  under  subparagraph  (A),  the  plan  administrator 

3  shall  send  a  notice  to  each  person  who  is  a  partic- 

4  ipant  or  beneficiary  under  the  plan  specifying  the 

5  amount  of  such  person's  benefit  entitlements  (if 

6  any),  expressed  in  terms  of  the  normal  form  of 

7  benefits  under  the  plan.  Such  notice  shall  be  writ- 

8  ten  in  such  manner  as  is  likely  to  be  understood 

9  by  the  participant  or  beneficiary  and  as  may  be 

10  prescribed  in  regulations  of  the  corporation. 

11  "(C)  Notice  from  the  corporation  of 

12  noncompliance. — 

13  "(i)  In  general. — Within  60  days 

14  after  receipt  of  the  notice  under  subpara- 

15  graph  (A),  the  corporation  shall  provide  the 

16  plan  administrator  with  a  notice  of  noncom- 

17  pliance  if — 

18  "(I)  it  has  reason  to  believe  that 

19  the  requirements  of  subsection  (a)(2) 

20  and  subparagraphs  (A)  and  (B)  have 

21  710^  been  met,  or 

22  "(II)  it  otherwise  determines,  on 

23  the  basis  of  information  provided  by  af- 

24  fected  parties  or  otherwise  obtained  by 

25  the  corporation,  that  there  is  reason  to 
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1  believe  that  the  plan  is  not  sufficient  for 

2  benefit  entitlements. 

3  "(ii)    Extension. — The  corporation 

4  and  the  plan  administrator  may  agree  to 

5  extend  the   60-day  period  referred  to  in 

6  clause  (i)  by  a  wntten  agreement  signed  by 

7  the  corporation  and  the  plan  administrator 

8  before  the  expiration  of  the  60-day  period. 

9  The  60-day  period  shall  be  extended  as  pro- 

10  vided  in  the  agreement  and  may  be  further 

11  extended  by  subsequent  written  agreements 

12  signed  by  the  corporation  and  the  plan  ad- 

13  ministrator  made  before  the  expiration  of  a 

14  previously  agreed  upon  extension  of  the  60- 

15  day  period.  Any  extension  may  be  made 

16  upon  such  terms  and  conditions  (including 

17  the  payment  of  benefits)  as  are  agreed  upon 

18  by  the  corporation  and  the  plan  adminis- 

19  trator. 

20  "(B)  Final  distribution  of  assets  in 

21  ABSENCE    OF   NOTICE    OF   NONCOMPLIANCE. — 

22  The  plan  administrator  shall  commence  the  final 

23  distribution  of  assets  pursuant  to  the  standard  ter- 

24  mination  of  the  plan  as  soon  as  practicable  after 

25  the  expiration  of  the  60-day  (or  extended)  period 
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1  referred  to  in  subparagraph  (C),  hut  such  final 

2  distribution  may  occur  only  if — 

3  ^^(i)  the  plan  administrator  has  not  re- 

4  ceived  during  such  period  a  notice  of  non- 

5  compliance  from  the  corporation  under  sub- 

6  paragraph  (C),  and 

7  ''(ii)    when    such    final  distribution 

8  occurs,  the  plan  is  sufficient  for  benefit  enti- 

9  tlements  (determined  as  of  the  termination 

10  date). 

11  "(3)  Methods  of  final  distribution  of 

12  ASSETS. — 

13  "(A)  In  general. — In  connection  with  any 

14  final  distribution  of  assets  pursuant  to  the  termi- 

15  nation  of  the  plan,  the  plan  administrator  shall 

16  distribute  the  assets  in  accordance  with  section 

17  4044.  In  distributing  such  assets,  the  plan  admin- 

18  istrator  shall — 

19  ''(i)  purchase  irrevocable  commitments 

20  from  an  insurer  to  provide  when  due  the  ben- 

21  efit  entitlements  under  the  plan  and  all  other 

22  benefits  (if  any)  under  the  plan  to  which 

23  assets  are  allocated  under  section  4044,  or 

24  ^^(ii)  otherwise  fully  provide  when  due 

25  the  benefit  entitlements  under  the  plan  and 
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1  all  other  benefits  (if  any)  under  the  plan  to 

2  which  assets  are  allocated  under  section 

3  4044  in  accordance  with  the  provisions  of  the 

4  plan  and  any  applicable  regulations  of  the 

5  corporation. 

6  "(B)  Certification  to  the  corpora- 

7  tion  of  final  distribution  of  assets. — 

8  Within  30  days  after  the  final  distribution  of 

9  assets  is  completed  pursuant  to  the  termination  of 

10  the  plan,  the  plan  administrator  shall  send  a 

11  notice  to  the  corporation  certifying  that  the  assets 

12  of  the  plan  have  been  distributed  in  accordance 

13  with  the  provisions  of  subparagraph  (A)  so  as  to 

14  pay  when  due  the  benefit  entitlements  under  the 

15  plan  and  all  other  benefits  under  the  plan  to 

16  which  assets  are  allocated  under  section  4044. 

17  "(4)  Continuing  authority. — Nothing  in  this 

18  section  shall  be  construed  to  preclude  the  continued  ex- 

19  ercise  by  the  corporation,  after  the  termination  date  of 

20  a  plan  terminated  in  a  standard  termination  under  this 

21  subsection,  of  its  authority  under  section  4003  with  re- 

22  spect  to  matters  relating  to  the  termination.  A  certifica- 

23  tion  under  paragraph  (3)(B)  shall  not  affect  the  corpo- 

24  ration's  obligations  under  section  4022. ". 
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1  (b)  Conforming  Amendments. — Section  4041(f)  (29 

2  U.S.C.  1341(f))  is  amended— 

3  (1)  by  inserting  after  "(f)"  the  following:  "CON- 

4  VERSION  OF  A  DEFINED  BENEFIT  PlAN  TO  A  DE- 

5  FINED  Contribution  Plan  Treated  as  a  Stand- 

6  ARD  Termination. — 

7  (2)  by  striking  out  "subsection  (a)"  and  inserting 

8  in  lieu  thereof  "this  section";  and 

9  (3)  by  inserting  "in  a  standard  termination"  after 

10  "terminated". 

11  SEC.    609.    DISTRESS    TERMINATION   OF  SINGLE-EMPLOYER 

12  PLANS. 

13  Section  4041  (as  amended  by  sections  7  and  8  of  this 

14  Act)  is  further  amended  by  inserting  after  subsection  (b)  the 

15  following  new  subsection: 

16  "(c)  Distress  Termination  of  Single-Employer 

17  Plans. — 

18  "(1)  In  general. — A  single-employer  plan  may 

19  terminate  under  a  distress  termination  only  if — 

20  "(A)  the  plan  administrator  provides  the  60- 

21  day  advance  notice  to  affected  parties  required 

22  under  subsection  (a)(2), 

23  "(B)  the  requirements  of  subparagraph  (A) 

24  of  paragraph  (2)  are  met,  and 
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1  "(C)  the  corporation  determines  that  the  re- 

2  quirements  of  subparagraph  (B)  of  paragraph  (2) 

3  are  met. 

4  ''(2)  Termination  requirements. — 

5  ''(A)  Information  submitted  to  the 

6  CORPORATION. — As  soon  as  practicable  after  the 

7  termination  date  proposed  in  the  notice  provided 

8  pursuant  to  subsection  (a)(2),  the  plan  adminis- 

9  trator  shall  provide  the  corporation,  in  such  form 

10  as  may  be  prescribed  by  the  corporation  in  regula- 

11  tions,  the  following  information: 

12  "(i)  such  information  as  the  corporation 

13  may  prescribe  by  regulation  as  necessary  to 

14  make   determinations   under  subparagraph 

15  (B)  and  paragraph  (3); 

16  "(ii)  certification  by  an  enrolled  actu- 

17  ary  of — 

18  ''(I)  the  amount  (as  of  the  pro- 

19  posed  termination  date)  of  the  current 

20  value  of  the  assets  of  the  plan, 

21  "(II)  the  actuarial  present  value 

22  (as  of  such  date)  of  the  benefit  entitle- 

23  ments  under  the  plan. 
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1  "(III)  whether  the  plan  is  suffi- 

2  cient  for  benefit  entitlements  as  of  such 

3  date,  and 

4  ''(IV)  whether  the  plan  is  suffi- 

5  cient  for  guaranteed  benefits  as  of  such 

6  date; 

7  "(Hi)  in  any  case  in  which  the  plan  is 

8  710^  sufficient  for  benefit  entitlements  as  of 

9  such  date — 

10  "(I)  the  name  and  address  of  each 

11  participant  and  beneficiary  under  the 

12  plan  as  of  such  date,  and 

13  ''(II)  such  other  information  as 

14  shall  be  prescribed  by  the  corporation  by 

15  regulation  as  necessary  to  enable  the 

16  section  4049  trustee  to  be  able  to  make 

17  payments  to  participants  and  benefici- 

18  ames  as  required  under  section  4049; 

19  and 

20  "(iv)  certification  by  the  plan  adminis- 

21  trator  that  the  information  on  which  the  en- 

22  rolled  actuary  based  the  certifications  under 

23  clause  (ii)  and  the  information  provided  to 

24  the  corporation  under  clauses  (i)  and  (Hi)  is 

25  accurate  and  complete. 
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1  ''(B)  Determination  by  the  corpora- 

2  TION    OF   NECESSARY  DISTRESS    CRITERIA. — 

3  Upon  receipt  of  the  notice  of  distress  termination 

4  required  under  subsection  (a)(2)  and  the  informa- 

5  tion  required  under  subparagraph  (A),  the  corpo- 

6  ration  shall  determine  whether  the  requirements  of 

7  this  subparagraph  are  met  as  provided  in  clause 

8  (i),  (ii),  (Hi),  or  (iv). 

9  ''(i)  Recent  funding  waivers. — 

10  TTie  requirements  of  this  subparagraph  are 

11  met  if  a  funding  waiver  has  been  granted 

12  with  respect  to  the  terminating  plan  with  re- 

13  spect  to  not  fewer  than  three  of  the  five  plan 

14  years  immediately  preceding  the  termination 

15  date,  and  such  a  waiver  has  also  been  grant- 

16  ed  to  each  other  single-employer  plan  of 

17  which  any  of  the  contributing  sponsors  of  the 

18  terminating  plan  or  the  substantial  members 

19  of  their  controlled  groups  (if  any)  is  a  con- 

20  tributing  sponsor  with  respect  to  at  least  one 

21  of  the  three  plan  years  immediately  preced- 

22  ing  the  termination  date.  For  purposes  of 

23  this  clause,  the  term  'funding  waiver'  means 

24  a  waiver  of  the  minimum  funding  standard 

25  under  section  303  of  this  Act  or  section 
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1  412(d)  of  the  Internal  Revenue  Code  of 

2  1954. 

3  ''(ii)  Liquidation  in  bankruptcy 

4  OR   INSOLVENCY  PROCEEDINGS.— The  re- 

5  quirements  of  this  subparagraph  are  met  if 

6  each  of  the  contributing  sponsors  and  the 

7  substantial    members    of    their  controlled 

8  groups  (if  any)  has  filed  or  has  had  filed 

9  against  it  as  of  the  termination  date  a  peti- 

10  tion  seeking  liquidation  in  a  case  under  title 

11  11,  United  States  Code  (or  under  any  simi- 

12  lar  law  of  a  State  or  political  subdivision  of 

13  a  State)  which  has  not,  as  of  the  termination 

14  date,  been  dismissed  or  converted  to  a  case 

15  under  chapter  11  of  such  title  (or  under  any 

16  similar  law  of  a  State  or  political  subdivi- 

17  sion  of  a  State)  in  which  reorganization  is 

18  sought. 

19  "(Hi)   Termination  required  to 

20  ENABLE  PAYMENT  OF  DEBTS  WHILE  STAY- 

21  ING  IN  BUSINESS. — The  requirements  of 

22  this  subparagraph  are  met  if  a  contributing 

23  sponsor  provides  to  the  corporation  substan- 

24  tial  evidence  that,  unless  a  distress  termina- 

25  tion  occurs,  the  contributing  sponsors  and  the 
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1 
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substantial  members  of  such  sponsors  con- 

2 

ft       7                                        (•                   V            '77                 7       7                         7  7  » 

trolled  groups  (if  any)  will  each  be  unable  to 

3 
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pay  their  respective  debts  when  due  and  will 

4 

7                      77*                    f*  •7* 

be  unable  to  continue  in  business. 

5 

"(iv)   Unreasonably  burdensome 

6 

PENSION    COSTS    CAUSED    BY  DECLINING 

7 

WORKFORCE. — 

8 

(I)  In  general. — The  require- 

9 

ments  of  this  subparagraph  are  met  if, 

10 

7/              '7               7                         7/*  til 

as  determined  under  regulations  of  the 

-4  -i 

11 

1*                     7    7                                        1 1        ^  1 

corporation,  solely  as  a  result  of  a  de- 

12 

cline  in  the  workforce  covered  as  par- 

13 

ticipants    under    all  single-employer 

14 

plans  maintained  by  the  contributing 

15 

fill             '         1  *                7  J 

sponsors  of  the  terminating  plan  and 

16 

7                          7                     P     1 T       '  /777 

the  members  of  their  controlled  groups, 

17 

,7                                                        •7'  • 

the  costs  of  providing  pension  coverage 

18 

have  become  unreasonably  burdensome. 

19 

(II)   Requirement  met  by 

20 

DOUBLING  OF  COST  RATIOS. — The  re- 

21 

•                   1             C            1     1                   y7\         7      77  I. 

quirements  of  subclause  (I)  shall  be 

22 

considered  met  if  and  only  if  the  contri- 

23 

bution-wage  ratio  for  the  plan  year  in 

24 

which  the  termination  date  occurs  is  at 

25 

least  twice  the  contribution-wage  ratio 
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1  for  the  applicable  preceding  plan  year, 

2  and  the  contribution-income  ratio  for 

3  the  plan  year  in  which  the  termination 

4  date  occurs  is  at  least  twice  the  contri- 

5  bution-income  ratio  for  the  applicable 

6  preceding  plan  year.   The  corporation 

7  may  provide  by  regulation  for  applica- 

8  tion  of  this  clause  with  respect  to  the 

9  plan  year  of  the  terminating  plan  pre- 

10  ceding  the  year  in  which  the  termina- 

11  tion  date  occurs,  in  lieu  of  the  plan 

12  year  in   which   the   termination  date 

13  occurs,  in  any  case  in  which  the  corpo- 

14  ration  determines  that  such  application 

15  will  enable  the  corporation  to  carry  out 

16  the  purposes  of  this  title  more  equitably 

17  and  effectively. 

18  ''(III)  Contribution-wage 

19  RATIO. — For  purposes  of  this  clause, 

20  the  contribution-wage  ratio  is  the  ratio 

21  of  the  total  required  contributions  under 

22  all  single-employer  plans  of  which  the 

23  persons  who  are  contributing  sponsors 

24  of  the  terminating  plan  or  who  are 

25  members  of  their  controlled  groups  are 
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1  contributing  sponsors,  to  the  total  an- 

2  nualized  wages  with  respect  to  the  active 

3  participants  under  such  plans. 

4  Contribution-income 

5  RATIO. — For  purposes  of  this  clause, 

6  the   contribution-income   ratio   is  the 

7  ratio  of  the  total  required  contributions 

8  under    all    single-employer   plans  of 

9  which  the  persons  who  are  contributing 

10  sponsors  of  the  terminating  plan  or  who 

11  are  members  of  their  controlled  groups 

12  are  contributing  sponsors,  to  the  consoli- 

13  dated  gross  income  of  such  persons. 

14  ''(V)    Applicable  preceding 

15  PLAN    YEAR. — For  purposes    of  this 

16  clause,   the  applicable  preceding  plan 

17  year  is  the  later  of  the  plan  year  follow- 

18  ing  the  initial  effective  date  of  the  plan, 

19  the  earliest  of  the  five  immediately  pre- 

20  ceding  plan  years  (if  the  plan  has  com- 

21  pleted  five  or  more  plan  years),  or  the 

22  plan  year  following  the  effective  date  of 

23  the  most  recent  plan  amendment  (if 

24  CLny)   increasing   benefits   which  was 
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1  adopted  and  took  effect  before  the  termi- 

2  nation  date. 

3  "(C)  Substantial  member. — For  pur- 

4  poses  of  subparagraph  (B),  the  term  ^substantial 

5  member'  of  a  controlled  group  means  a  person 

6  whose  assets  comprise  5  percent  or  more  of  the 

7  total  assets  of  the  controlled  group  as  a  whole. 

8  Such  term  includes  any  member  of  the  controlled 

9  group  who  does  not  meet  the  requirements  of  the 

10  preceding  sentence  but  did  meet  such  require- 

1 1  ments — 

12  "(i)    for    purposes    of  subparagraph 

13  (B)(i),  as  of  the  beginning  of  the  earliest  ap- 

14  plicable  plan  year  referred  to  therein,  or 

15  "(ii)    for   purposes    of  subparagraph 

16  (B)(ii),  as  of  the  date  of  the  filing  of  the  peti- 

17  lion  referred  to  therein. 

18  "(D)  Notification  of  determinations 

19  ,  BY  THE  CORPORATION. — TTie  corporation  shall 

20  notify  the  plan  administrator  as  soon  as  practica- 

21  ble  of  its  determinations  made  pursuant  to  sub- 

22  paragraph  (B). 

23  "(3)  Termination  procedure. — 

24  "(A)  Determinations  by  the  corpora- 

25  TION   RELATING    TO    PLAN   SUFFICIENCY  FOR 


•HR  3128  RH 


202 

1  GUARANTEED  BENEFITS  AND  FOR  BENEFIT  EN- 

2  TITLEMENTS. — If  the  corporation  determines  that 

3  the  requirements  for  a  distress  termination  set 

4  forth  in  paragraphs  (1)  and  (2)  are  met,  the  cor- 

5  poration  shall — 

6  "(i)  determine  whether  the  plan  is  suffi- 

7  dent  for  guaranteed  benefits  (as  of  the  termi- 
ni nation  date)  or  that  the  corporation  is  unable 
9  to  make  such  determination  on  the  basis  of 

10  information  made  available  to  the  corpora- 

1 1  tion, 

12  ^'(ii)  determine  whether  the  plan  is  suf- 

13  ficient  for  benefit  entitlements  (as  of  the  ter- 

14  mination  date)  or  that  the  corporation  is 

15  unable  to  make  such  determination  on  the 

16  basis  of  information  made  available  to  the 

17  corporation,  and 

18  "(Hi)  notify  the  plan  administrator  of 

19  the  determinations  made  pursuant  to  this 

20  subparagraph  as  soon  as  practicable. 

21  "(B)    Implementation    of  termina- 

22  TION. — After  the  corporation  notifies  the  plan  ad- 

23  ministrator  of  its  determinations  under  subpara- 

24  graph  (A),  the  termination  of  the  plan  shall  be 

25  carried  out  as  provided  in  clause  (i),  (ii),  or  (Hi). 
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1  ''(i)   Cases  of  sufficiency  for 

2  BENEFIT  ENTITLEMENTS. — In  any  case  in 

3  which  the  corporation  determines  that  the 

4  plan  is  sufficient  for  benefits  entitlements, 

5  the  plan  administrator  shall  proceed  to  dis- 

6  tribute  the  plan's  assets  in  the  manner  de- 

7  scribed  in  subsection  (b)(3),  and  take  such 

8  other  actions  as  may  be  appropriate  to  carry 

9  out  the  termination  of  the  plan. 

10  "(ii)  Cases  of  sufficiency  for 

11  GUARANTEED  BENEFITS  WITHOUT  A  FIND- 

12  ING  OF  SUFFICIENCY  FOR  BENEFIT  ENTI- 

13  TLEMENTS. — In  any  case  in  which  the  cor- 

14  poration  determines  that  the  plan  is  suffi- 

15  cient  for  guaranteed  benefits,  but  further  de- 

16  termines  that  the  plan  is  not  sufficient  for 

17  benefit  entitlements  (or  that  it  is  unable  to 

18  determine  whether  the  plan  is  sufficient  for 

19  benefit  entitlements  on  the  basis  of  the  infor- 

20  mation  made  available  to  it) — 

21  "(I)  the  plan  administrator  shall 

22  proceed  to  distribute  the  plan 's  assets  in 

23  the  manner  prescribed  in  section  4044, 

24  "(II)  the  corporation  shall  appoint 

25  a  section  4049  trustee  as  provided  in 
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1  section  4049(a),  notify  the  plan  admin- 

2  istrator  of  the  identity  of  the  section 

3  4049  trustee,  and  submit  to  such  trustee 

4  copies  of  the  notice  of  distress  termina- 

5  tion  and  other  information  provided  to 

6  the  corporation  pursuant  to  subsection 

7  (a)(2)  and  clauses  (ii),  (Hi),  and  (iv)  of 

8  paragraph  (2)  (A),  and 

9  "(III)  the  plan  administrator  shall 

10  notify  each  contributing  sponsor  and 

11  member  of  such  sponsor's  controlled 

12  group  of  the  identity  of  the  section  4049 

13  trustee  and  that  they  may  be  liable 

14  under  section  4062  in  connection  with 

15  the  termination. 

16  ''(Hi)  Cases  without  any  finding 

17  OF  SUFFICIENCY. — In  any  case  in  which 

18  the  corporation  determines  that  the  plan  is 

19  not  sufficient  for  guaranteed  benefits  (or  that 

20  it  is  unable  to  determine  whether  the  plan  is 

21  sufficient  for  guaranteed  benefits  on  the  basis 

22  of  the  information  made  available  to  it) — 

23  "(I)   the   corporation  shall  com- 

24  mence  proceedings  in  accordance  with 

25  section  4042,  and 
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1 

''(II)  the  corporation  and  the  plan 

2 

administrator  shall  take  the  respective 

3 

actions  required  under  subclauses  (II) 

4 

and  (III)  of  clause  (ii)  relating  to  the 

5 

section  4049  trustee,  unless  the  corpora- 

6 

tion  determines  that  all  benefit  entitle- 

7 

ments  under  the  plan  are  benefits  guar- 

8 

anteed  by  the  corporation  under  section 

9 

4022. 

10 

''(C)  Finding  after  authorized  com- 

11 

mencement  OF  termination  that  plan  is 

12 

UNABLE  to  pay  benefits  WHEN  DUE. — 

13 

"(i)    Finding    with   respect  to 

14 

GUARANTEED    BENEFITS    ONLY. — //,  after 

15 

the  plan  administrator  has  begun  to  termi- 

16 

nate  the  plan  as  authorized  by  subparagraph 

17 

(B)(i)  or  (ii),  the  corporation  or  the  plan  ad- 

18 

ministrator  finds  that  the  plan  is  unable,  or 

19 

will  be  unable,  to  pay  when  due  all  benefits 

20 

under  the  plan  which  are  guaranteed  by  the 

21 

corporation  under  section  4022,  the  plan  ad- 

22 

ministrator  shall  notify  the  corporation  of 

23 

such  finding  as  soon  as  practicable  thereaf- 

24 

ter.  If  the  corporation  makes  such  a  finding 

25 

or  concurs  with  the  finding  of  the  plan  ad- 

•  HR  3128  RH 


206 

1  ministrator,  it  shall  institute  appropriate  pro- 

2  ceedings  under  section  4042. 

3  ''(ii)  Finding  with  respect  to  ben- 

4  EFIT    ENTITLEMENTS     WHICH    ARE  NOT 

5  GUARANTEED  BENEFITS. — //,  after  the  plan 

6  administrator  has  begun  to  terminate  the 

7  plan    as    authorized    under  subparagraph 

8  (B)(i),  the  corporation  or  the  plan  adminis- 

9  trator  finds  that  the  plan  is  unable,  or  will 

10  be  unable,  to  pay  when  due  benefit  entitle- 

11  ments  which  are  not  benefits  guaranteed  by 

12  the  corporation  under  section  4022,  the  plan 

13  administrator  shall  notify  the  corporation  of 

14  such  finding  as  soon  as  practicable  thereaf- 

15  ter.  If  the  corporation  makes  such  a  finding 

16  or  concurs  with  the  finding  of  the  plan  ad- 

17  ministrator,  it  shall  take  the  actions  set  forth 

18  in  subparagraph  (B)(ii)(II)  relating  to  the 

19  section  4049  trustee. 

20  "(D)   Administration    of   the  plan 

21  during  interim  period. — During  the  period 

22  commencing  on  the  date  on  which  the  plan  admin- 

23  istrator  provides  a  notice  of  distress  termination  to 

24  the    corporation    under   subsection    (a)(2)  and 

25  ending  on  the  date  on  which  the  plan  administra- 


•  HR  3128  RH 


207 

1  tor  receives  notification  from  the  corporation  of  its 

2  determination  under  subparagraph  (A),  the  plan 

3  administrator — 

4  ''(i)    shall   refrain   from  distributing 

5  assets  or  taking  any  other  actions  to  carry 

6  out   the  proposed   termination   under  this 

7  subsection, 

8  ^^(ii)  shall  pay  benefits  attributable  to 

9  employer  contributions,  other  than  death  ben- 

10  efits,  only  in  the  form  of  an  annuity, 

11  ^Xiii)  shall  not  use  plan  assets  to  pur- 

12  chase   irrevocable  commitments   to  provide 

13  benefits  from  an  insurer,  and 

14  "(iv)  shall  continue  to  pay  when  due  all 

15  benefit  entitlements  under  the  plan,  except 

16  that,  commencing  on  the  proposed  termina- 

17  tion  date,  the  plan  administrator  shall  limit 

18  the  payment  of  benefits  under  the  plan  to 

19  those  benefits  which  are  guaranteed  by  the 

20  corporation  under  section  4022  or  to  which 

21  assets  are  required  to  be  allocated  under  sec- 

22  tion  4044. 

23  In  the  event  the  plan  is  later  determined  not  to 

24  have  terminated  in  distress  termination,  any  bene- 

25  fits  which  are  not  paid  solely  by  reason  of  clause 
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1  (iv)  shall  be  due  and  payable  immediately  (togeth- 

2  er  with  interest). 

3  ''(4)  Restoration  of  plan  terminated  on 

4  the  basis  of  bankruptcy  or  insolvency  upon 

5  conversion  of  liquidation  proceedings  to  re- 

6  ORGANIZATION   PROCEEDINGS. — In    any    case  in 

7  which — 

8  "(A)  a  single-employer  plan  has  been  termi- 

9  nated  under  a  distress  termination  and  the  re- 

10  quirements  of  paragraph  (2)(B)  in  connection 

11  with  such  termination  were  met  solely  on  the 

12  basis  of  the  filing  of  a  petition  seeking  liquidation 
llj                      13  in  a  case  under  title  11,  United  States  Code  (or 

14  under  a  similar  law  of  a  State  or  a  political  sub- 
lb  division  of  a  State),  as  provided  in  paragraph 

16  (2)(B)(ii),  and 

17  ''(B)  during  the  one-year  period  following 

18  the  date  of  the  filing  of  the  petition,  such  case  is 

19  dismissed  or  converted  to  a  case  under  chapter  11 

20  of  such  title  (or  under  a  similar  law  of  a  State  or 

21  a  political  subdivision  of  a  State)  in  which  reor- 

22  ganization  is  sought, 

23  the  distress  termination  shall  be  void  and  the  plan 

24  shall  be  restored  to  pretermination  status  (effective  as 

25  of  the  proposed  termination  date),  unless  the  plan  ad- 
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1  ministrator  obtains  a  determination  by  the  corporation 

2  that  the  requirements  of  paragraph  (2)(B)  as  provided 

3  in  clause  (i),  (Hi),  or  (iv)  thereof  were  met  as  of  such 

4  date. 

5  (b)  Conforming  Amendments. — Section  4041  (as 

6  amended  by  the  preceding  provisions  of  this  Act)  is  further 

7  amended — 

8  (1)  by  striking  out  subsection  (e);  and 

9  (2)     by     redesignating     subsection     (f)  as 

10  subsection  (e). 

11  SEC.  610.  TERMINATION  PROCEEDINGS;  DUTIES  OF  THE  CORPO- 

12  RATION. 

13  (a)  Mandatory  Commencement  of  Proceedings 

14  Upon  Inability  of  Single-Employer  Plan  To  Pay 

15  Benefits  That  Are  Currently  Due. — 

16  (1)  In  general.— Section  4042(a)  (29  U.S.C. 

17  1342(a))  is  amended  by  striking  out  in  the  second  sen- 

18  tence  "The  corporation"  and  inserting  in  lieu  thereof 

19  the  following:  ''The  corporation  shall  as  soon  as  practi- 

20  cable  institute  court  proceedings  under  this  section  to 

21  terminate  a  single-employer  plan  whenever  it  deter- 

22  mines  that  the  plan  does  not  have  assets  available  to 

23  pay  benefits  that  are  currently  due  under  the  terms  of 

24  the  plan.  The  corporation". 

25  (2)  Conforming  amendments. — 
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1  (A)     Section     4042(b)a)     (29  U.S.C. 

2  1342(b)(1))  is  amended,  in  the  first  sentence,  by 

3  inserting  "or  is  required  under  subsection  (a)  to 

4  institute  court  proceedings  under  this  section, " 

5  after  "to  a  plan". 

6  (B)  Section  4042(c)  (29  U.S.C.  1342(c))  is 

7  amended  in  the  first  sentence  by  striking  out  "If 

8  the   corporation"  and   all   that   follows  down 

9  through  "it  may, "  and  inserting  in  lieu  thereof 

10  the  following:   "If  the  corporation  is  required 

11  under  subsection  (a)  of  this  section  to  commence 

12  court  proceedings  under  this  section  with  respect 

13  to  a  plan  or,  after  issuing  a  notice  under  this  sec- 

14  tion  to  a  plan  administrator,   has  determined 

15  (whether  or  not  a  trustee  has  been  appointed 

16  under  subsection  (b))  that  the  plan  should  be  ter- 

17  minated  under  this  section,  it  shall,  ". 

18  (b)    Clarification    of   Power    to  Collect 

19  Amounts  Due       the       Corporation. — Section 


20  4042(d)(l)(B)(ii)  (29  U.S.C.  1342(d)(l)(B)(ii))  is  amended 

21  by  inserting  after  "amounts  due  the  plan"  the  following:  ", 

22  including  but  not  limited  to  the  power  to  collect  from  the  per- 

23  sons  obligated  to  meet  the  requirements  of  section  302  of  this 

24  Act,  section  412  of  the  Internal  Revenue  Code  of  1954,  or  the 

25  terms  of  the  plan  ". 
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1  (c)  Conforming  Amendment. — The  heading  for  sec- 

2  tion  4042  is  amended  to  read  as  follows: 

3  "institution  of  termination  proceedings  by  the 

4  corporation". 

5  SEC.  611.  amendments  TO  LIABILITY  PROVISIONS;  LIABILITIES 

6  relating  to  benefit  entitlements  in 

7  excess  of  benefits  guaranteed  by  the 

8  corporation. 

9  (a)  Liability  for  Distress  Terminations  and 

10  Terminations  by  the  Corporation. — Section  4062  (29 

11  U.S.C.  1362)  is  amended  by  striking  out  so  much  as  pre- 

12  cedes  subsection  (e)  and  inserting  in  lieu  thereof  the  foUow- 

13  ing: 

14  "liability  for  termination  of  single-employer 

15  plans  under  a  distress  termination  or  a  ter- 

16  mination  by  the  corporation 

17  "Sec.  4062.  (a)  In  General. — In  any  case  in  which 

18  a  single-employer  plan  is  terminated  in  a  distress  termina- 
ls tion  under  section  4041(c)  or  a  termination  otherwise  insti- 

20  tuted  by  the  corporation  under  section  4042,  any  person  who 

21  is,  on  the  termination  date,  a  contributing  sponsor  of  the  plan 

22  or  a  member  of  such  a  contributing  sponsor's  controlled  group 

23  shall  incur  liability  under  this  section.  The  liability  under 

24  this  section  of  all  such  persons  shall  be  joint  and  several.  The 

25  liability  under  this  section  consists  of — 
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1  "(1)  liability  to  the  corporation  to  the  extent  pro- 

2  vided  in  subsection  (b),  and 

3  "(2)  liability  to  the  section  4049  trustee  to  the 

4  extent  provided  in  subsection  (c). 

5  ''(b)  Liability  to  the  Corporation. — 

6  ''(1)  In  general. — The  liability  to  the  corpora- 

7  tion  of  a  person  described  in  subsection  (a)  shall  con- 

8  sist  of  the  sum  of — 

9  "(A)  the  amount  of  the  plan's  funding  short- 

10  age  (as  defined  in  subsection  (d)(1)),  and 

11  ''(B)  the  total  amount  of  unfunded  guaran- 

12  teed  benefits  (as  of  the  termination  date)  of  all 

13  participants  and  beneficiaries  under  the  plan, 

14  together  with  interest  calculated  from  the  termination 

15  date. 

16  "(2)  Payment  of  liability  to  the  corpora- 

17  tion. — 

18  "(A)  General  rule. — Except  as  provided 

19  in  subparagraph  (B),  the  liability  to  the  corpora- 

20  tion  under  this  subsection  shall  be  due  and  pay- 

21  able  to  the  corporation  as  of  the  termination  date, 

22  in  cash  or  securities  acceptable  to  the  corporation.  • 

23  "(B)  Payments  to  corporation  under 

24  PROFITS  SCHEDULE. — Notwithstanding  subpara- 

25  graph  (A),  if  any  person  subject  to  liability  under 
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1  this  subsection  in  connection  with  a  plan  termina- 

2  tion  demonstrates  to  the  satisfaction  of  the  corpo- 

3  ration  that  the  liability  described  in  paragraph 

4  (1)(B)  exceeds  30  percent  of  the  collective  net 

5  worth  of  persons  subject  to  liability,  any  person 

6  subject  to  such  liability  may  satisfy  the  liability 

7  described  in  paragraph  (1)(B)  in  excess  of  such 

8  30  percent  amount  by  means  of  payments  under 

9  the  profits  schedule  as  provided  in  paragraph  (3). 

10  ''(3)  Annual  liability  payments  under 

11  profits  schedule. — 

12  "(A)  Form  of  payments. — Each  person 

13  making    liability  payments    under   the  profits 

14  schedule  shall  be  liable  to  the  corporation  for  an 

15  annual  payment,  in  cash  or  securities  acceptable 

16  to  the  corporation,  for  each  of  the  ten  liability 

17  payment  years  in  connection  with  the  terminated 

18  plan  (subject  to  earlier  satisfaction  of  the  liability 

19  under  paragraph  (4)(B)). 

20  'W)  Amount  of  annual  payment. — The 

21  amount  of  each  annual  payment  for  a  liability 

22  payment  year  shall  be  equal  to  10  percent  of  the 

23  sum  of  the  individual  pretax  profits  (if  any)  of  all 

24  persons  liable  under  this  section  in  connection 

25  with  the  plan  termination  for  their  respective 
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1  fiscal  years  ending  during  such  liability  payment 

2  year. 

3  "(C)  Due  date. — A  person's  liability  for 

4  each  annual  liability  payment  referred  to  in  sub- 

5  paragraph  (A)  for  a  liability  payment  year  shall 

6  accrue  as  of  the  end  of  such  year  and  shall  be 

7  paid  (together  with  interest  accrued  from  the  end 

8  of  such  year)  not  later  than  30  days  after  the 

9  later  of — 

10  "(i)  the  end  of  such  liability  payment 

11  year,  or 

12  "(ii)   the   latest  date  on  which  any 

13  person  liable  for  such  payment  is  required  to 

14  file  a  Federal  income  tax  return  for  a  fiscal 

15  year  ending  during  such  liability  payment 

16  year  (taking  into  account  any  applicable  ex- 

17  tensions  of  time  to  file  such  return). 

18  ''(4)  Satisfaction  of  liability  under  prof- 

19  its  schedule. — Notwithstanding  paragraph 

20  (3)(A)— 

21  "(A)  Satisfaction  of  annual  liability 

22  UPON  RECEIPT  BY  CORPORATION   OF  10-PER- 

23  CENT  AMOUNT. — The  liability  to  the  corporation 

24  of  all  persons  who  are  subject  to  the  profits  sched- 

25  ule  under  this  subsection  in  connection  with  the 
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1  same  plan  termination  shall  he  satisfied  with  re- 

2  sped  to  any  liability  payment  year  upon  receipt 

3  by  the  corporation  of  one  or  more  liability  pay- 

4  ments  under  paragraph  (3)  for  such  liability  pay- 

5  ment  year  which  equal,  in  the  aggregate,  the  10- 

6  percent  amount  described  in  paragraph  (3)(B). 

7  ''(B)  Satisfaction  of  entire  liability 

8  UNDER  PROFITS  SCHEDULE. — All  liability  to  the 

9  corporation  under  this  subsection  in  connection 

10  with  the  same  plan  termination  with  respect  to 

11  which  payment  has  commenced  under  the  profits 

12  schedule  under  this  subsection  may  be  satisfied 

13  with  respect  to  all  liability  payment  years  at  any 

14  time  by  payment  by  any  person  to  the  corporation 

15  of  the  excess  of — 

16  "(i)  the  total  amount  of  liability  to  the 

17  corporation  under  this  subsection  subject  to 

18  payment  under  the  profits  schedule  in  con- 
Id  nection  with  such  termination  (plus  interest), 

20  over 

21  "(ii)  the  total  amount  of  prior  liability 

22  payments  previously  made  by  all  persons  to 

23  the  corporation  under  the  profits  schedule 

24  under  this  subsection  in  connection  with 

25  such  termination  (plus  interest). 
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1  ''(C)  Refunds  of  excess  payments. — 

2  The  corporation  shall  refund  to  the  payor  (with 

3  interest)  any  amounts  paid  to  the  corporation  as 

4  profits  liability  payments  which  are  in  excess  of 

5  amounts  necessary  for  satisfaction  of  liability 

6  under  subparagraph  (A)  or  (B). 

7  ''(5)  Alternative  arrangements. — The  cor- 

8  poration  and  any  person  liable  under  this  section  may 

9  agree  to  alternative  arrangements  for  the  satisfaction  of 

10  liability  to  the  corporation  under  this  subsection. 

11  "(c)  Liability  to  Section  4049  Trustee. — 

12  "(1)  In  general. — A  person  described  in  sub- 

13  section  (a)  shall  be  subject  to  liability  to  the  section 

14  4049  trustee  under  this  subsection  if  there  is  an  out- 
lb  standing  amount  of  benefit  entitlements  under  the  plan. 

16  ''(2)  Annual  liability  payments. — 

17  "(A)  Form  of  payments. — The  liability  of 

18  any  person  under  this  subsection  shall  consist  of 

19  an  annual  payment  to  the  section  4049  trustee,  in 

20  cash  or  securities  acceptable  to  the  section  4049 

21  trustee,  for  each  of  the  ten  liability  payment  years 

22  in  connection  with  the  terminated  plan  (subject  to 

23  earlier  satisfaction  of  the  liability  under  para- 

24  graph  (3)(B)). 
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1  ''(B)  Amount  of  annual  payment. — The 

2  amount  of  each  annual  payment  for  a  liability 

3  payment  year  shall  be  equal  to  5  percent  of  the 

4  sum  of  the  individual  pretax  profits  (if  any)  of  all 

5  persons  liable  under  this  section  in  connection 

6  with  the  plan  termination  for  their  respective 

7  fiscal  years  ending  during  such  liability  payment 

8  year. 

9  "(C)    Due    date. — A   person's  liability 

10  under  this  subsection  for  a  liability  payment  year 

11  shall  accrue  as  of  the  end  of  such  year  and  shall 

12  be  paid  (with  interest  accrued  from  the  end  of 

13  such  year)  not  later  than  30  days  after  the  later 

14  of— 

15  ''(i)  the  end  of  such  year,  or 

16  ''(ii)   the   latest  date  on  which  any 

17  person  subject  to  liability  under  this  subsec- 

18  tion  in  connection  with  the  same  plan  termi- 

19  nation  is  required  to  file  a  Federal  income 

20  tax  return  for  a  fiscal  year  ending  during 

21  such  liability  payment  year  (taking  into  ac- 

22  count  applicable  extensions  of  time  to  file 

23  such  return). 

24  ''(3)  Satisfaction  of  liability. — Notwith- 

25  standing  paragraph  (2)  (C) — 
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1  ''(A)  Satisfaction  of  annual  liability 

2  UPON  RECEIPT  BY  TERMINATION  TRUSTEE  OF  5- 

3  PERCENT  AMOUNT. — The  liability  to  the  section 

4  4049  trustee  of  all  persons  who  are  subject  to  li- 

5  ability  under  this  subsection  in  connection  with 

6  the  same  plan  termination  shall  be  satisfied  with 

7  respect  to  any  liability  payment  year  upon  receipt 

8  by  the  section  4049  trustee  of  one  or  more  liabil- 

9  ity  payments  under  this  subsection  for  such  liabil- 

10  ity  payment  year  which  equal,  in  the  aggregate, 

11  the  5  percent  amount  described  in  paragraph 

12  (2)(B). 

13  "(B)  Satisfaction  of  entire  liability 

14  TO  section  4049  TRUSTEE. — All  liability  to  the 

15  section  4049  trustee  of  all  persons  who  are  subject 

16  to  liability  under  this  subsection  in  connection 

17  with  the  same  plan  termination  may  be  satisfied 

18  with  respect  to  all  liability  payment  years  at  any 

19  time  by  payment  by  any  person  to  the  section 

20  4049  trustee  of  an  amount  equal  to  the  excess 

21  of— 

22  "(i)  the  total  outstanding  amount  of 

23  benefit  entitlements  of  all  participants  and 

24  beneficiaries  under  the  plan  (plus  interest), 

25  over 
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1  '^(ii)  the  total  amount  of  prior  liability 

2  payments  previously  made  by  all  persons  to 

3  the  section  4049  trustee  under  this  subsection 

4  in  connection  with  such  termination  (plus 

5  interest). 

6  "(C)  Refunds  of  excess  payments. — 

7  The  section  4049  trustee  shall  refund  to  the  payor 

8  (with  interest)  any  amount  paid  to  the  section 

9  4049  trustee  as  liability  payments  which  is  in 

10  excess  of  amounts  necessary  for  satisfaction  of  li- 

11  ability  under  subparagraph  (A)  or  (B). 

12  ''(d)  Definitions. — For  purposes  of  this  section — 

13  "(1)  Funding  shortage. — The  term  'funding 

14  shortage  \  in  connection  with  a  terminated  plan,  means 

15  an  amount  (as  of  the  termination  date)  equal  to  the 

16  sum  of — 

17  "(A)  the  outstanding  balance  of  the  accumu- 

18  lated  funding  deficiencies  (within  the  meaning  of 

19  section  302(a)(2)  of  this  Act  and  section  412(a)  of 

20  the  Internal  Revenue  Code  of  1954)  of  the  plan 

21  (if  any)  which,  for  purposes  of  this  subparagraph, 

22  shall  include  the  amount  of  any  increase  in  such 

23  accumulated  funding   deficiencies   of  the  plan 

24  which  would  result  if  all  applications  for  waivers 

25  of  the  minimum  funding  standard  under  section 
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1  303  of  this  Act  or  412(d)  of  such  Code  and  for 

2  extensions  of  the  amortization  period  under  sec- 

3  tion  304  of  this  Act  or  412(e)  of  such  Code  which 

4  are  pending  with  respect  to  such  plan  were 

5  denied, 

6  ^^(B)  the  outstanding  balance  of  the  amount 

7  of  waived  funding  deficiencies  of  the  plan  waived 

8  before  such  date  under  section  303  of  this  Act  or 

9  section  412(d)  of  such  Code  (if  any),  and 

10  ''(C)  the  outstanding  balance  of  the  amount 

11  of  decreases  in  the  minimum  funding  standard  al- 

12  lowed  before  such  date  under  section  304  of  this 

13  Act  or  section  412(e)  of  such  Code  (if  any). 

14  "(2)  Collective  net  worth  of  persons 

15  subject  to  liability. — 

16  "(A)  In  GENERAL. — TTie  collective  net  worth 

17  of  persons  subject  to  liability  in  connection  with  a 

18  plan  termination  consists  of  the  sum  of  the  indi- 

19  vidual  net  worths  of  all  persons  who — 

20  ''(i)  have  individual  net  worths  which 

21  are  greater  than  zero,  and 

22  "(ii)  are  (as  of  the  termination  date) 

23  contributing  sponsors  of  the  terminated  plan 

24  or  members  of  their  controlled  groups. 
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1  ''(B)  Determination  of  net  worth. — 

2  For  purposes  of  this  paragraph,  the  net  worth  of  a 

3  person  is — 

4  "(i)  determined  on  whatever  basis  best 

5  reflects,  in  the  determination  of  the  corpora- 

6  tion,  the  current  status  of  the  person's  oper- 

7  ations  and  prospects  at  the  time  chosen  for 

8  determining  the  net  worth  of  the  person,  and 

9  ''(ii)  increased  by  the  amount  of  any 

10  transfers  of  assets  made  by  the  person  which 

11  are  determined  by  the  corporation  to  be  im- 

12  proper  under  the  circumstances,  including 

13  any  such  transfers  which  would  be  inappro- 

14  priate  under  title  11,  United  States  Code,  if 

15  the  person  were  a  debtor  in  a  case  under 

16  chapter  7  of  such  title. 

17  ''(C)   Timing  of  determination. — For 

18  purposes  of  this  paragraph,  determinations  of  net 

19  worth  shall  be  made  as  of  a  day  chosen  by  the 

20  corporation  (during  the  120-day  period  ending 

21  with  the  termination  date)  and  shall  be  computed 

22  without  regard  to  any  liability  under  this  section. 

23  "(3)  Pretax  profits. — The  term  'pretax  prof- 

24  its' means — 
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1  "(A)  except  as  provided  in  subparagraph 

2  (B),  for  any  fiscal  year  of  any  person,  such  per- 

3  son's  consolidated  net  income  (excluding  any  ex- 

4  traordinary  charges  to  income  and  including  any 

5  extraordinary  credits  to  income)  for  such  fiscal 

6  year,  as  shown  on  audited  financial  statements 

7  prepared  in  accordance  with  generally  accepted 

8  accounting  principles,  or 

9  "(B)  for  any  fiscal  year  of  an  organization 

10  described  in  section  501(c)  of  the  Internal  Reve- 

11  nue  Code  of  1954,  the  excess  of  income  over  ex- 

12  penses  (as  such  terms  are  defined  for  such  organi- 

13  zations    under   generally    accepted  accounting 

14  principles), 

15  before  provision  for  or  deduction  of  Federal  or  other 

16  income  tax,  any  contribution  to  any  single-employer 

17  plan  of  which  such  person  is  a  contributing  sponsor  at 

18  any  time  during  the  period  beginning  on  the  termina- 

19  tion  date  and  ending  with  the  end  of  such  fiscal  year, 

20  and  any  amounts  required  to  be  paid  for  such  fiscal 

21  year  under  this  section.  The  corporation  may  by  regu- 

22  lation  require  such  information  to  be  filed  on  such  ' 

23  forms  as  may  be  necessary  to  determine  the  existence 

24  and  amount  of  such  pretax  profits. 
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1  *'(4)  Liability  payment  years. — The  liability 

2  payment  years  in  connection  with  a  terminated  plan 

3  consist  of  the  ten  consecutive  one-year  periods,  the  first 

4  of  which  is  the  earlier  of — 

5  "(A)  the  first  of  the  consecutive  one-year  pe- 

6  riods,  following  the  last  plan  year  preceding  the 

7  termination  date,   in  which  any  person  liable 

8  under  this  section  in  connection  with  the  plan  ter- 

9  mination  earns  a  pretax  profit,  or 

10  "(B)  the  fourth  of  the  consecutive  one-year 

11  periods  following  the  last  plan  year  preceding  the 

12  termination  date. ". 

13  (b)  Clerical  Amendment. — Subsection  (e)  of  section 

14  4062  is  amended  by  inserting  "Treatment  of  Substan- 

15  TiAL  Cessa tion  OF  Opera tions. — ' '  after  "(e) '  \ 

16  (c)  Amendments  to  the  Internal  Revenue  Code 

17  OF  1954.— 

18  (1)  Deductibility  of  liability  payments 

19  UNDER    alternative    ARRANGEMENTS    WITH  THE 

20  PENSION  BENEFIT  GUARANTY  CORPORATION. — 8ub- 

21  section  (g)  of  section  404  of  the  Internal  Revenue  Code 

22  of  1954  (relating  to  consideration  of  certain  employer 

23  liability  payments  as  contributions)  is  amended  by 

24  adding  at  the  end  thereof  the  following  new  paragraph: 
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1  ''(4)  Treatment  of  distress  termination 

2  liability  payments   under  alternative  ar- 

3  RANGEMENTS. — Any  payment  to  the  Pension  Benefit 

4  Guaranty  Corporation  made  pursuant  to  any  arrange- 

5  ment  entered  into  under  section  4062(b)(5)  of  the  Em- 

6  ployee  Retirement  Income  Security  Act  of  1974  shall 

7  he  treated  for  purposes  of  this  subsection  as  a  contribu- 

8  tion  to  which  this  section  applies,  without  regard  to 

9  any    limitation    otherwise    applicable    under  this 

10  section. 

11  (2)  Deductibility  of  liability  payments 

12  to  section  4049  TRUSTEES  UNDER  ERISA. — Subsec- 

13  tion  (g)  of  section  404  of  such  Code  (as  amended  by 

14  paragraph  (1))  is  further  amended  by  adding  at  the 

15  end  thereof  the  following  new  paragraph: 

16  ''(5)  Treatment  of  liability  payments  to 

17  SECTION  4049  TRUSTEES  UNDER  ERISA. — Any  pay- 

18  ment  of  liability  under  section  4062(c)  of  the  Employ- 

19  ee  Retirement  Income  Security  Act  of  1974  by  a 

20  person  liable  under  such  section  shall  be  treated  for 

21  purposes  of  this  subsection  as  a  contribution  to  which 

22  this  section  applies,  without  regard  to  any  limitation 

23  otherwise  applicable  under  this  section. ". 
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1  SEC.  612.  DISTRIBUTION  TO  PARTICIPANTS  AND  BENEFICIARIES 

2  OF  LIABILITY  PAYMENTS    TO    SECTION  4049 

3  TRUSTEE. 

4  (a)  In  General. — Subtitle  C  of  title  IV  is  amended 

5  by  adding  at  the  end  thereof  the  following  new  section: 

6  ''distribution  TO  PARTICIPANTS  AND  BENEFICIARIES 

7  OF  LIABILITY  PAYMENTS  TO  SECTION  4049  TRUSTEE 

8  ''Sec.  4049.  (a)  Appointments  of  Trustee;  Es- 


9  TABLISHMENT  OF  Trust. — Whenever  the  corporation  is  re- 

10  quired  under  section  4041(c)  (3)  (B)(ii)  or  (Hi)  to  appoint  a 

11  section  4049  trustee,  it  shall  appoint  either  itself  or  another 

12  person  to  act  as  the  section  4049  trustee.  The  trustee  appoint- 

13  ed  under  this  section  shall  establish  a  separate  trust  with 

14  respect  to  the  terminated  plan.  The  trust  established  by  the 

15  section  4049  trustee  shall  be  used  exclusively  for — 


16  "(1)  receiving  liability  payments  under  section 

17  4062(c)  from  the  persons  who  were  (as  of  the  termina- 
ls tion  date)  contributing  sponsors  of  the  terminated  plan 

19  and  members  of  their  controlled  groups, 

20  "(2)  making  distributions  as  provided  in  this  sec- 

21  tion  to  the  persons  who  were  (as  of  the  termination 

22  date)  participants  and  beneficiaries  under  the  terminat- 

23  ed  plan,  and 

24  "(3)  defraying  the  reasonable  administrative  ex- 

25  penses  incurred  by  the  section  4049  trustee  in  carrying 

26  out  its  responsibilities  under  this  section. 
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1  The  section  4049  trustee  shall  establish  and  maintain  such 

2  trust  with  respect  to  the  terminated  plan  for  such  period  of 

3  time  as  is  necessary  to  receive  all  liability  payments  required 

4  to  be  made  to  the  trustee  under  section  4062(c)  with  respect  to 

5  the  terminated  plan  and  to  make  all  distributions  required  to 

6  be  made  to  participants  and  beneficiaries  under  this  section 

7  with  respect  to  the  terminated  plan. 


8  "(b)  Distributions  by  Trustee. — 

9  "(1)  In  general. — Not  later  than  30  days  after 

10  the  end  of  each  liability  payment  year  (described  in 

11  section  4062(d)(4))  with  respect  to  a  terminated  single- 

12  employer  plan,  the  trustee  appointed  under  this  section 

13  with  respect  to  such  plan  shall  distribute  from  the  trust 

14  maintained  by  the  trustee  pursuant  to  subsection  (a)  to 

15  each  person  who  was  (as  of  the  termination  date)  a 

16  participant  or  beneficiary  under  the  plan — 

17  "(A)  in  any  case  not  described  in  subpara- 

18  graph  (B),  an  amount  equal  to  the  outstanding 

19  amount  of  benefit  entitlements  of  such  person 

20  under  the  plan  (including  interest  calculated  from 

21  the  termination  date),  to  the  extent  not  previously 

22  paid  under  this  paragraph,  or 

23  "(B)  in  any  case  in  which  the  balance  in  the 

24  trust  at  the  end  of  such  year  (after  taking  into  ac- 

25  count  liability  payments  received  under  subsection 
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1  and  administrative  expenses  paid  under 

2  subsection  (a)(3))  is  less  than  the  total  of  all 

3  amounts  described  in  subparagraph  (A)  in  con- 

4  nection  with  all  persons  who  were  (as  of  the  ter- 

5  mination   date)   participants   and  beneficiaries 

6  under  the  terminated  plan,  the  product  derived  by 

7  multiplying — 

8  ''(i)  the  amount  described  in  subpara- 

9  graph   (A)  in  connection  with  each  such 

10  person,  by 

11  "(ii)  a  fraction — 

12  "(I)  the  numerator  of  which  is 

13  such  balance  in  the  trust,  and 

14  ''(II)  the  denominator  of  which  is 

15  equal  to  the  total  of  all  amounts  de- 

16  scribed  in  subparagraph  (A)  in  connec- 

17  tion  with  all  persons  who  were  (as  of 

18  the  termination  date)  participants  and 

19  beneficiaries  under  the  terminated  plan. 

20  ''(2)    Carry-over    of    minimal  payment 

21  AMOUNTS. — The  trustee  may  withhold  a  payment  to 

22  any  person  under  this  subsection  in  connection  with 

23  any  liability  payment  year  (other  than  the  last  liability 

24  payment  year  with  respect  to  which  payments  under 

25  paragraph  (1)  are  payable)  if  such  payment  does  not 
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1  exceed  $25.  In  any  case  in  which  such  a  payment  is 

2  so  withheld,  the  payment  to  such  person  in  connection 

3  with  the  next  following  liability  payment  year  shall  be 

4  increased  by  the  amount  of  such  withheld  payment. 

5  *Yc)  Regulations. — The  corporation  may  issue  such 

6  regulations  as  it  considers  necessary  to  carry  out  the  pur- 

7  poses  of  this  section. 

8  (b)  Tax-exempt  Status  for  Trusts  Established 


9  UNDER  Section  4049  of  ERISA. — Section  501(c)  of  the 

10  Internal  Revenue  Code  of  1954  (relating  to  list  of  tax-exempt 

11  organizations)  is  amended  by  adding  at  the  end  thereof  the 

12  following  new  paragraph: 


13  "(24)  A  trust  established  pursuant  to  section 

14  4049(a)  of  the  Employee  Retirement  Income  Security 

15  Act  of  1974. 

16  SEC.  613.  TREATMENT  OF  TRANSACTIONS  TO  EVADE  LIABILITY; 

1 7  EFFECT  OF  CORPORA  TE  REORGANIZA  TION. 

18  Subtitle  D  of  title  IV  is  amended  by  adding  at  the  end 

19  thereof  the  following  new  section: 

20  "treatment  of  TRANSACTIONS  TO  EVADE  LIABILITY; 

21  EFFECT  OF  CORPORATE  REORGANIZATION 

22  "Sec.  4069.  (a)  Treatment  of  Transactions  to 

23  Evade  Liability. — If  a  principal  purpose  of  any  person 

24  in  entering  into  any  transaction  is  to  evade  liability  under 

25  this  subtitle  in  connection  with  the  termination  of  a  single- 
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1  employer  plan  under  sections  4041  or  4042  and  the  transac- 

2  tion  becomes  effective  within  five  years  before  the  termination 

3  date,  then  such  person  and  the  members  of  such  person  *s  con- 

4  trolled  group  (determined  as  of  the  termination  date)  shall  be 

5  subject  to  liability  under  this  subtitle  in  connection  with  such 

6  termination  as  if  such  person  were  a  contributing  sponsor  of 

7  the  terminated  plan  as  of  the  termination  date.  This  subsec- 

8  tion  shall  not  cause  any  person  to  be  liable  under  this  subtitle 

9  in  connection  with  such  plan  termination  for  any  increases 

10  or  improvements  in  the  benefits  provided  under  the  plan 

11  which  are  adopted  after  the  date  on  which  the  transaction 

12  referred  to  in  the  preceding  sentence  becomes  effective. 

13  "(b)  Effect  of  Corporate  Reorganization. — 

14  For  purposes  of  this  subtitle,  the  following  rules  apply  in  the 

15  case  of  certain  corporate  reorganizations: 

16  "(1)  Change  of  identity,  form,  etc. — If  a 

17  person  ceases  to  exist  by  reason  of  a  reorganization 

18  which  involves  a  mere  change  in  identity,  form,  or 

19  place  of  organization,  however  effected,  a  successor  cor- 

20  poration  resulting  from  such  reorganization  shall  be 

21  treated  as  the  person  to  whom  this  subtitle  applies. 

22  "(2)  Liquidation  into  parent  corpora- 

23  TION. — If  a  person  ceases  to  exist  by  reason  of  liquida- 

24  tion  into  a  parent  corporation,  the  parent  corporation 
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1  shall  he  treated  as  the  person  to  whom  this  subtitle 

2  applies. 

3  ''(3)  Merger,  consolidation,  or  division. — 

4  If  a  person  ceases  to  exist  by  reason  of  a  merger,  con- 

5  solidation,  or  division,  the  successor  corporation  or  cor- 

6  porations  shall  be  treated  as  the  person  to  whom  this 

7  subtitle  applies. 

8  SEC.  614.  ADDITIONAL  ENFORCEMENT  AUTHORITY  RELATING 

9  TO     TERMINATIONS     OF  SINGLE-EMPLOYER 

10  PLANS. 

11  Subtitle  D  of  title  IV  (as  amended  by  section  613)  is 

12  further  amended  by  adding  at  the  end  thereof  the  following 

13  new  section: 

14  ''additional  ENFORCEMENT  AUTHORITY  RELATING  TO 

15  TERMINATIONS  OF  SINGLE-EMPLOYER  PLANS 

16  ''Sec.  4070.  (a)  In  General. — A  person  who  is  with 


17  respect  to  a  single-employer  plan  a  fiduciary,  employer,  con- 

18  tributing  sponsor,  member  of  a  contributing  sponsor's  con- 
Id  trolled  group,  participant,  or  beneficiary,  and  who  is  adverse- 

20  ly  affected  by  an  act  or  practice  of  any  party  in  violation  of 

21  any  provision  of  section  4041,  4042,  4049,  4062,  4063, 

22  4064,  or  4069,  or  an  employee  organization  which  represents 

23  such  a  participant  or  beneficiary  for  purposes  of  collective 

24  bargaining  with  respect  to  such  plan,  may  bring  an  action — 

25  "(1)  to  enjoin  such  act  or  practice,  or 


•  HR  3128  RU 


231 

1  "(2)  to  obtain  other  appropriate  equitable  relief 

2  (A)  to  redress  such  violation  or  (B)  to  enforce  such 

3  provision. 

4  ''(b)  Status  of  Plan  as  Party  to  Action  and 

5  With  Respect  to  Legal  Process. — A  single-employer 

6  plan  may  be  sued  under  this  section  as  an  entity.  Service  of 

7  summons,  subpena,  or  other  legal  process  of  a  court  upon  a 

8  trustee  or  an  administrator  of  a  single-employer  plan  in  such 

9  trustee's  or  administrator's  capacity  as  such  shall  constitute 

10  service  upon  the  plan.  If  a  plan  has  not  designated  in  the 

1 1  summary  plan  description  of  the  plan  an  individual  as  agent 

12  for  the  service  of  legal  process,  service  upon  the  corporation 

13  shall  constitute  such  service.  The  corporation,  not  later  than 

14  15  days  after  receipt  of  service  under  the  preceding  sentence, 

15  shall  notify  the  administrator  or  any  trustee  of  the  plan  of 

16  receipt  of  such  service.  Any  money  judgment  under  this  sec- 

17  tion  against  a  single-employer  plan  shall  be  enforceable  only 

18  against  the  plan  as  an  entity  and  shall  not  be  enforceable 

19  against  any  other  person  unless  liability  against  such  person 

20  is  established  in  such  person 's  individual  capacity. 

21  "(c)  Jurisdiction  and  Venue. — The  district  courts 

22  of  the  United  States  shall  have  exclusive  jurisdiction  of  civil 

23  actions  under  this  section.  Such  actions  may  be  brought  in 

24  the  district  where  the  plan  is  administered,  where  the  viola- 

25  tion  took  place,  or  where  a  defendant  resides  or  may  be 
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1  found,  and  process  may  he  served  in  any  other  district  where 

2  a  defendant  resides  or  may  he  found.  The  district  courts  of 

3  the  United  States  shall  have  jurisdiction,  without  regard  to 

4  the  amount  in  controversy  or  the  citizenship  of  the  parties,  to 

5  grant  the  relief  provided  for  in  suhsection  (a)  in  any  action. 

6  "(d)  Right  of  Corporation  to  Intervene. — A 

7  copy  of  the  complaint  in  any  action  under  this  section  shall 

8  he  served  upon  the  corporation  by  certified  mail.  The  corpora- 

9  tion  shall  have  the  right  in  its  discretion  to  intervene  in  any 

10  action. 

11  ''(e)  Right  of  Corporation  to  Attorney  Repre- 

12  sentation. — In  all  civil  actions  under  this  section,  attor- 

13  neys  appointed  hy  the  corporation  may  represent  the  corpora- 

14  tion. 

15  ''(f)  Venue  of  Suits  Against  the  Corpora- 

16  TION. — Suits  under  this  section  to  review  a  final  determina- 

17  tion  or  order  of  the  corporation,  to  restrain  the  corporation 

18  from  taking  any  action  contrary  to  the  provisions  of  sections 

19  4041,  4042,  4062,  4063,  4064,  and  4069,  or  to  compel  the 

20  corporation  to  take  action  required  under  such  provisions, 

21  may  he  brought  in  the  district  court  of  the  United  States  for 

22  the  district  where  the  plan  has  its  principal  office  or  in  the 

23  United  States  District  Court  for  the  District  of  Columbia. 

24  "(g)  Awards  of  Costs  and  Expenses. — 
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1  ''(1)  General  rule. — In  any  action  brought 

2  under  this  section,  the  court  in  its  discretion  may 

3  award  all  or  a  portion  of  the  costs  and  expenses  in- 

4  curved  in  connection  with  such  action,  including  rea- 

5  sonahle  attorney  ^s  fees,  to  any  party  who  prevails  or 

6  substantially  prevails  in  such  action. 

7  ''(2)  Special  rule  for  standard  termina- 

8  TION  VIOLATIONS. — //,  in  any  action  brought  under 

9  this  section  the  plaintiff  alleges  a  violation  of  any  re- 

10  quirement  of  section  4041(b)  (relating  to  the  termina- 

11  tion  of  a  single-employer  plan  in  a  standard  termina- 
ls tion),  and,  in  the  judgment  of  the  court,  the  plaintiff 

13  substantially  prevails  on  such  allegation,  the  court 

14  shall  award  to  the  plaintiff  the  costs  and  expenses  in- 

15  curred  in  connection  with  such  action  (including  rea- 

16  sonable  attorney's  fees). 

17  "(3)  Special  rule  for  failure  to  make  li- 

18  ABILITY  payment. — In  the  case  of  a  failure  to  make 

19  timely  payment  of  any  liability  payment  under  section 

20  4062(c),  the  court,  in  any  action  for  enforcement  under 

21  this  section  relating  to  such  failure,  shall  award  to  the 

22  plaintiff  the  costs  and  the  expenses  incurred  in  connec- 

23  tion  with  such  action  (including  reasonable  attorney's 

24  fees),  unless  the  defendant  demonstrates  that  the  failure 
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1  to  make  the  liability  payment  was  based  on  reasonable 

2  cause. 

3  ''(4)  Exemption  for  plans. — Notwithstanding 

4  the  preceding  provisions  of  this  subsection,  no  plan 

5  shall  be  required  in  any  action  to  pay  any  costs  and 

6  expenses  (including  attorney's  fees). 

7  "(h)  Time  Limitation. — An  action  under  this  section 

8  may  not  be  brought  after  the  later  of — 

9  "(1)  6  years  after  the  date  on  which  the  cause  of 

10  action  arose,  or 

11  "(2)  3  years  after  the  earliest  date  on  which  the 

12  plaintiff  acquired  or  should  have  acquired  actual 

13  knowledge  of  the  existence  of  such  cause  of  action; 

14  except  that  in  the  case  of  fraud  or  concealment,  such 

15  action  may  be  brought  not  later  than  6  years  after  the 

16  date  of  discovery  of  the  existence  of  such  cause  of 

17  action. 

18  SEC.   615.  SECURITY  FOR   WAIVERS  OF  MINIMUM  FUNDING 

19  STANDARD  AND  EXTENSIONS  OF  AMORTIZATION 

20  PERIOD. 

21  (a)  Amendments  to  the  Employee  Retirement 

22  Income  Security  Act  of  1974. — 

23  (1)  In  general. — Part  3  of  subtitle  B  of  title  I 

24  is  amended — 
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1  (A)  by  redesignating  section  306  (29  U.S.C. 

2  1086)  as  section  307;  and 

3  (B)   by  inserting  after  section   305  (29 

4  U.S.C.  1085)  the  following  new  section: 

5  ''security  for  waivers  of  minimum  funding  stand- 

6  ard  and  extensions  of  amortization  period 

7  "Sec.  306.  (a)  In  General. — Except  as  provided  in 

8  subsection  (c),  the  Secretary  of  the  Treasury  may  require 

9  security  to  a  single-employer  plan  as  a  condition  for  granting 

10  a  waiver  of  the  minimum  funding  standard  with  respect  to 

11  such  plan  under  section  303  of  this  Act  or  section  412(d)  of 

12  the  Internal  Revenue  Code  of  1954  or  an  extension  of  an 

13  amortization  period  with  respect  to  such  plan  under  section 

14  304  of  this  Act  or  section  412(e)  of  such  Code.  The  providing 

15  of  such  security  to  the  plan  in  accordance  with  this  section 

16  shall  not  be  considered  an  extension  of  credit  for  purposes  of 

17  part  4  of  this  subtitle  or  section  4975  of  such  Code.  Such 

18  security  may  be  perfected  and  enforced  only  by  the  Pension 

19  Benefit  Guaranty  Corporation  or  by  a  contributing  sponsor 

20  (within  the  meaning  of  section  4001(a)(13))  at  the  direction 

21  of  the  Corporation. 

22  *'(b)  Consultation  with  the  pension  benefit 

23  guaranty  corporation  and  other  interested  par- 

24  TIES. — Except  as  provided  in  subsection  (c),  before  granting 

25  a  waiver  of  the  minimum  funding  standard  with  respect  to  a 

26  single-employer  plan  under  section  303  of  this  Act  or  section 
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1  412(d)  of  the  Internal  Revenue  Code  of  1954  or  an  extension 

2  of  the  amortization  period  with  respect  to  such  plan  under 

3  section  304  of  this  Act  or  section  412(e)  of  such  Code  or 

4  taking  any  other  action  under  this  section,  the  Secretary  of 

5  the  Treasury  shall — 


6  "(1)  provide  the  Pension  Benefit  Guaranty  Cor- 

7  poration  notice  of  the  proposed  waiver,  extension,  or 

8  other  action  and  a  reasonable  period  of  time  to  com- 

9  ment  with  respect  to  such  waiver,  extension,  or  action 

10  and  consider  any  comments  of  such  Corporation  relat- 

11  ing  to  such  waiver,  extension,  or  action  which  are  pro- 

12  vided  to  such  Secretary  during  such  period,  and 

13  "(2)  consider  the  views  of  any  other  interested 

14  parties  relating  to  such  waiver,  extension,  or  action 

15  which  are  submitted  in  writing  to  such  Secretary. 

16  ''(c)  Exception. — The  requirements  of  subsections  (a) 

17  and  (b)  shall  not  apply  in  the  case  of  any  waiver,  extension, 

18  or  other  action  referred  to  in  such  subsections  with  respect  to 

19  a  plan  if  the  sum  of — 

20  ''(1)  the  outstanding  balance  of  the  accumulated 

21  funding  deficiencies  (within  the  meaning  of  section 

22  302(a)(2)  of  this  Act  and  section  412(a)  of  the  Inter- 

23  nal  Revenue  Code  of  1954)  of  the  plan  (which,  for 

24  purposes  of  this  paragraph,  shall  include  the  amount  of 

25  any  increase  in  such  accumulated  funding  deficiencies 
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1  of  the  plan  which  would  result  if  all  applications  for 

2  waivers  of  the  minimum  funding  standard  under  sec- 

3  tion  303  of  this  Act  or  412(d)  of  such  Code  and  for 

4  extensions  of  the  amortization  period  under  such  sec- 

5  tion  304  of  this  Act  or  412(e)  of  such  Code  which  are 

6  pending  with  respect  to  such  plan  were  denied), 

7  ''(2)  the  outstanding  balance  of  the  amount  of 

8  waived  funding  deficiencies  of  the  plan  waived  under 

9  section  303  of  this  Act  or  section  412(d)  of  such  Code, 

10  and 

11  ''(3)  the  outstanding  balance  of  the  amount  of  de- 

12  creases  in  the  minimum  funding  standard  allowed 

13  under  section  304  of  this  Act  or  section  412(e)  of  such 

14  Code, 

15  is  less  than  $1,000,000. 

16  (2)  Clerical  amendment. — The  table  of  sec- 

17  tions  in  section  1  is  amended  by  stnking  out  the  item 

18  relating  to  section  306  and  inserting  in  lieu  thereof  the 

19  following  new  items: 

"Sec.  306.  Security  for  waivers  of  minimum  funding  standard  and  extensions  of 

amortization  period. 
"Sec.  307.  Effective  dates.  ". 

20  (b)  Amendments  to  the  Internal  Revenue 

21  Code  of  1954. — Subsection  (f)  of  section  412  of  the  Inter- 

22  nal  Revenue  Code  of  1954  (relating  to  requirement  that  bene- 

23  fits  may  not  be  increased  during  waiver  or  extension  period) 

24  is  amended — 
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1  (1)  by  striking  out  "Benefits  May  Not  Be 

2  Increased    During    Waiver    or  Extension 

3  Period. — "  and  inserting  in  lieu  thereof  "Require- 

4  MENTS  RELATING  TO  WAIVERS  AND  EXTENSIONS. — 

5 

6  (2)  in  paragraph  (1),  by  striking  out  "In  gener- 

7  AL. — "  and  inserting  in  lieu  thereof  "Benefits  may 

8  NOT  BE  increased  DURING  WAIVER  OR  EXTENSION 

9  PERIOD. — and 

10  (3)  by  adding  at  the  end  thereof  the  following  new 

11  paragraph: 

12  "(3)  Security  for  waivers  and  exten- 

13  SIGNS. — 

14  "(A)  In  general. — Except  as  provided  in 

15  subparagraph  (C),  the  Secretary  may  require  se- 

16  curity  to  a  single-employer  plan  as  a  condition  for 

17  granting  a  waiver  of  the  minimum  funding  stand- 

18  ard  with  respect  to  such  plan  under  subsection  (d) 

19  or  an  extension  of  an  amortization  period  with  re- 

20  sped  to  such  plan  under  subsection  (e).  The  pro- 

21  viding  of  such  security  to  the  plan  in  accordance 

22  with  this  paragraph  shall  not  be  considered  an  ex- 

23  tension  of  credit  for  purposes  of  section  4975  or 

24  part  4  of  subtitle  B  of  title  I  of  the  Employee  Re- 

25  tirement  Income  Security  Act  of  1974.  Such  se- 


•  HR  3128  RH 


239 


1 

curity  may  he  perfected  and  enforced  only  by  the 

2 

Pension  Benefit  Guaranty  Corporation  or  by  a 

3 

contributing  sponsor  (within  the  meaning  of  sec- 

4 

tion  4001(a)(13)  of  such  Act)  at  the  direction  of 

5 

the  Corporation. 

6 

"(B)  Consultation  with  the  pension 

7 

BENEFIT  GUARANTY  CORPORATION  AND  OTHER 

8 

INTERESTED  PARTIES. — Except  as  provided  in 

9 

subparagraph  (C),  before  granting  a  waiver  of  the 

10 

minimum  funding  standard  with  respect  to  a 

11 

single-employer  plan  under  subsection  (d)  or  an 

12 

extension  of  the  amortization  period  with  respect 

13 

to  such  plan  under  subsection  (e)  or  taking  any 

14 

other  action  under  this  paragraph,  the  Secretary 

15 

shall — 

16 

''(i)  provide  the  Pension  Benefit  Guar- 

17 

anty   Corporation   notice   of  the  proposed 

18 

waiver,  extension,  or  other  action  and  a  rea- 

19 

sonable  period  of  time  to  comment  with  re- 

20 

spect  to  such  waiver,  extension,  or  action  and 

21 

consider  any  comments  of  such  Corporation 

22 

relating  to  such  waiver,  extension,  or  action 

23 

which  are  provided  to  the  Secretary  during 

24 

such  period,  and 
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1  "(ii)  consider  the  views  of  any  other  in- 

2  terested  parties  relating  to  such  waiver,  ex- 

3  tension,  or  action  which  are  submitted  in 
4i  writing  to  the  Secretary. 

5  "(C)    Exception. — The   requirements  of 

6  subparagraphs  (A)  and  (B)  shall  not  apply  in  the 

7  case  of  any  waiver,  extension,  or  other  action  re- 

8  ferred  to  in  such  subparagraphs  with  respect  to  a 

9  plan  if  the  sum  of — 

10  "(i)  the  outstanding  balance  of  the  accu- 

11  mulated  funding   deficiencies    (within  the 

12  meaning   of  subsection   (a))   of  the  plan 

13  (which,  for  purposes  of  this  clause,  shall  in- 

14  elude  the  amount  of  any  increase  in  such  ac- 

15  cumulated  funding  deficiencies  of  the  plan 

16  which  would  result  if  all  applications  for 

17  waivers  of  the  minimum  funding  standard 

18  under  subsection  (d)  and  for  extensions  of 

19  the  amortization  period  under  subsection  (e) 

20  which  are  pending  with  respect  to  such  plan 

21  were  denied), 

22  "(ii)  the  outstanding  balance  of  the 

23  amount  of  waived  funding  deficiencies  of  the 

24  plan  waived  under  subsection  (d),  and 
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1  the  outstanding  balance  of  the 

2  amount  of  decreases  in  the  minimum  fund- 

3  ing  standard  allowed  under  subsection  (e), 

4  is  less  than  $1,000,000. 

5  (c)  Effective  Dates. — The  amendments  made  by 

6  this  section  shall  apply  with  respect  to — 

7  (1)  waivers  of  the  minimum  funding  standard 

8  granted  on  or  after  the  date  of  the  enactment  of  this 

9  Act  with  respect  to  a  single-employer  plan  under  sec- 

10  tion  303  of  the  Employee  Retirement  Income  Security 

11  Act  of  1974  or  section  412(d)  of  the  Internal  Revenue 

12  Code  of  1954, 

13  (2)  extensions  of  an  amortization  period  granted 

14  on  or  after  such  date  with  respect  to  a  single-employer 

15  plan  under  section  304  of  such  Act  or  section  412(e)  of 

16  such  Code,  and 

17  (3)  modifications  granted  on  or  after  such  date  of 

18  waivers  of  the  minimum  funding  standard  granted 

19  with  respect  to  a  single-employer  plan  under  such  sec- 

20  tion  303  or  412(d)  before  such  date  and  modifications 

21  granted  on  or  after  such  date  of  extensions  of  the  amor- 

22  tization  period  granted  with  respect  to  a  single-employ- 

23  er  plan  under  such  section  304  or  412(e)  before  such 

24  date. 
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1  SEC.  616.  CONFORMING,  CLARIFYING,  TECHNICAL,  AND  MISCEL- 

2  LANEOUS  AMENDMENTS. 

3  (a)  Conforming  Amendments  Relating  to  Plan 

4  Terminations. — 

5  (1)  Credits  to  pension  benefit  guaranty 

6  FUNDS.— Section      4005(b)a)(C)      (29  U.S.C. 

7  1305(b)(1)(C))  is  amended  by  inserting  "terminated 

8  under  section  4041(c)  or"  after  "a  plan". 

9  (2)  Applicability  of  asset  allocation 

10  RULES.— Section  4044(c)   (29   U.S.C.   1344(c))  is 

11  amended  in  the  first  sentence  by  striking  out  "the 

12  period  beginning"  and  all  that  follows  down  through 

13  "is  to  be  allocated"  and  inserting  in  lieu  thereof  the 

14  following: 

15  "the  period  beginning — 

16  "(1)  in  the  case  of  a  standard  or  distress  termina- 

17  tion  under  section  4041,  on  the  termination  date,  or 

18  "(2)  in  the  case  of  a  termination  by  the  corpora- 

19  tion  under  section  4042,  on  the  later  of  (A)  the  date  a 

20  trustee  is  appointed  under  section  4042(b),  or  (B)  the 

21  termination  date, 

22  is  to  be  allocated". 

23  (3)  Termination  date.— Section  4048(a)  (29 

24  U.S.C.  1348(a))  is  amended— 

25  (A)  by  striking  out  "date  of  termination" 

26  and  inserting  in  lieu  thereof  "termination  date"; 
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1  (B)  by  redesignating  paragraphs  (1)  through 

2  (3)  as  paragraphs  (2)  through  (4),  respectively; 

3  (C)  in  paragraph  (2)  (as  redesignated),  by 

4  inserting  ''in  a  distress  termination"  after  "termi- 

5  nated"  and  by  striking  out  "section  4041"  and 

6  inserting  in  lieu  thereof  "section  4041(c)"; 

7  (D)  by  inserting  before  paragraph  (2)  (as  re- 

8  designated)  the  following  new  paragraph: 

9  "(1)  in  the  case  of  a  plan  terminated  in  a  stand- 

10  ard  termination  in  accordance  with  the  provisions  of 

11  section  4041(b),  the  date  specified  in  the  notice  provid- 

12  ed  under  section  4041(a)(2)"; 

13  and 

14  (E)  in  paragraph  (4)  (as  redesignated),  by 

15  striking  out  "in  accordance  with  the  provisions  of 

16  either  section"  and  inserting   in   lieu  thereof 

17  "under  section  4041(c)  or  4042". 

18  (4)  Conforming  amendments  to  special  li- 

19  ability  rules  relating  to  certain  single-em- 

20  ployer   plans   under   multiple  controlled 

21  GROUPS. — 

22  (A)  Liability  of  substantial  employ- 

23  ER  FOR  WITHDRAWAL. — 

24  (i)     Section    4063(a)     (29  U.S.C. 

25  1363(a))  is  amended — 
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1  (I)  by  striking  out  "plan  under 

2  which  more  than  one  employer  makes 

3  contributions  (other  than  a  multiem- 

4  ployer  plan)"  and  inserting  in  lieu 

5  thereof  ''single-employer  plan  which  has 

6  two  or  more  contributing  sponsors  at 

7  least   two   of  whom   are   not  under 

8  common  control"; 

9  (II)  in  paragraph  (1),  by  striking 

10  out  "withdrawal  of  a  substantial  em- 

11  ployer"  and  inserting  in  lieu  thereof 

12  "withdrawal  during  a  plan  year  of  a 

13  substantial   employer   for   such  plan 

14  year"; 

15  (III)  in  paragraph  (2),  by  striking 

16  out  "of  such  employer"  and  all  that  fol- 

17  lows  and  inserting  in  lieu  thereof  "of 

18  all  persons  with  respect  to  the  with- 

19  drawal  of  the  substantial  employer. "; 

20  (IV)  by  striking  out  "whether  such 

21  employer  is   liable   for  any  amount 

22  under  this  subtitle  with  respect  to  the 

23  withdrawal"  and  inserting  in  lieu  there- 

24  of  "whether  there  is  liability  resulting 
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1  from  the  withdrawal  of  the  substantial 

2  employer'';  and 

3  (V)  by  striking  out  ''notify  such 

4  employer"  and  inserting  in  lieu  thereof 

5  ''notify  the  liable  persons". 

6  (ii)    Section    4063(b)    (29  U.S.C. 

7  1363(b))  is  amended — 

8  (1)  by  striking  out  "an  employer" 

9  and   all   that   follows   down  through 

10  "shall  be  liable"  and  inserting  in  lieu 

11  thereof  "any  one  or  more  contributing 

12  sponsors  who  withdraw,  during  a  plan 

13  year  for  which  they  constitute  a  sub- 

14  stantial  employer,  from  a  single-employ - 

15  er  plan,  to  which  section  4021  applies 

16  and  which  has  two  or  more  contributing 

17  sponsors  at  least  two  of  whom  are  not 

18  under  common  control,  shall,  upon  noti- 

19  fication  of  such  contributing  sponsors 

20  by  the  corporation  as  provided  by  sub- 

21  section  (a),  be  liable,  together  with  the 

22  members  of  their  controlled  groups,  "; 

23  (II)  by  striking  out  "such  employ - 

24  er's"; 
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1  (III)  by  striking  out  "the  employ - 

2  er's  withdrawaV  and  inserting  in  lieu 

3  thereof  "the  withdrawal  referred  to  in 

4  subsection  (a)(1)*'; 

5  (IV)  in  paragraph  (1),  by  striking 

6  out  "such  employer''  and  inserting  in 

7  lieu  thereof  "such  contributing  spon- 

8  sors"; 

9  (V)  in  paragraph  (2),  by  striking 

10  out  "all  employers"  and  inserting  in 

11  lieu  thereof  "all  contributing  sponsors"; 

12  and 

13  (VI)  by  striking  out  "the  liability 

14  of  each  such  employer"  and  inserting  in 

15  lieu  thereof  "such  liability". 

16  (Hi)    Section    4063(c)    (29  U.S.C. 

17  1363(c))  is  amended — 

18  (I)  in  paragraph  (1),  by  striking 

19  out  "In  lieu  of  payment  of  his  liability 

20  under  this  section  the  employer"  and 

21  inserting  in  lieu  thereof  "In  lieu  of 

22  payment  of  a  contributing  sponsor's  li- 

23  ability  under  this  section  the  contribut- 

24  ing  sponsor"; 
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1  (II)  in  paragraph  (2),  by  inserting 

2  ''under  section  4041(c)  or  4042"  after 

3  "terminated",  by  striking  out  ''of  such 

4  employer",  and  by  striking  out  "to  the 

5  employer  (or  his  bond  cancelled)"  and 

6  inserting  in  lieu  thereof  "(or  the  bond 

7  cancelled)";  and 

8  (III)  in  paragraph  (3),  by  insert- 

9  ing  "under  section  4041(c)  or  4042" 

10  after  "terminates". 

11  (iv)    Section    4063(d)    (29  U.S.C. 

12  1363(d))  is  amended — 

13  (I)  by  striking  out  "Upon  a  show- 

14  ing  by  the  plan  administrator  of  a  plan 

15  (other  than  a  multiemployer  plan)  that 

16  the  withdrawal  from  the  plan  by  any 

17  employer  or  employers  has  resulted" 

18  and  inserted  in  lieu  thereof  "Upon  a 

19  showing  by  the  plan  administrator  of 

20  the  plan  that  the  withdrawal  from  the 

21  plan  by  one  or  more  contributing  spon- 

22  sors  has  resulted"; 

23  (II)  by  striking  out  "by  employ - 

24  ers";  and 
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1  (III)  in  paragraph  (1),  by  striking 

2  out  "their  employer's"  and  inserting  in 

3  lieu  thereof  "the". 

4  (v)    Section    4063(e)    (29  U.8.C. 

5  1363(e))  is  amended — 

6  (I)  by  striking  out  "to  any  em- 

7  ployer  or  plan  administrator";  and 

8  (II)  by  striking  out  "all  other  em- 

9  ployers"  and  inserting  in  lieu  thereof 

10  "contributing  sponsors". 

11  (vi)  The  heading  for  section  4063  is 

12  amended  by  adding  at  the  end  thereof  the  fol- 

13  lowing   "from  single-employer  plans 

14  UNDER  MULTIPLE  CONTROLLED  GROUPS.". 

15  (B)  Allocation  of  liability  upon  ter- 

16  mination    of    certain  single-employer 

17  plans. — 

18  (i)    Section    4064(a)     (29  U.S.C. 

19  1364(a))  is  amended — 

20  (I)  by  striking  out  "all  employers 

21  who  maintain  a  plan  under  which  more 

22  than  one  employer  makes  contributions 

23  (other  than  a  multiemployer  plan)"  and 

24  inserting  in  lieu  thereof  "all  contribut- 

25  ing  sponsors  of  a  single-employer  plan 
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1  which  has  two  or  more  contributing 

2  sponsors  at  least  two  of  whom  are  not 

3  under  common  control";  and 

4  (II)  by  inserting  "under  section 

5  4041(c)  or  4042"  after  "terminated". 

6  (ii)    Section    4064(b)    (29  U.S.C. 

7  1364(b))  is  amended — 

8  (I)  by  striking  out  "liability  of 

9  each  such  employer"  and  inserting  in 

10  lieu  thereof  "liability  with  respect  to 

11  each   contributing   sponsor   and  each 

12  member  of  its  controlled  group"; 

13  (II)  by  striking  out  "under  section 

14  4062(b)(1)"; 

15  (III)  by  striking  "each  employer" 

16  the  first  place  it  appears  and  inserting 

17  in  lieu  thereof  "each  contributing  spon- 

18  sor  and  member  of  its  controlled  group"; 

19  (IV)  in  paragraph  (1),  by  striking 

20  out  "each  employer"  and  inserting  in 

21  lieu  thereof  "members  of  such  controlled 

22  group"; 

23  (V)  in  paragraph  (2),  by  striking 

24  out  "such  employers"  and  inserting  in 

25  lieu  thereof  "contributing  sponsors"; 
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1  (VI)  by  striking  out  "5  years, "  in 

2  paragraph  (2)  and  all  that  follows  down 

3  through  "employer. "  and  inserting  in 

4  lieu  thereof  "5  years. and 

5  (yil)   in   the   last  sentence,  hy 

6  striking  out  "of  each  such  employer" 

7  and  inserting  in  lieu  thereof  "of  each 

8  such  contributing  sponsor  and  member 

9  of  its  controlled  group". 

10  (Hi)  The  heading  for  section  4064  is 

11  amended  to  read  as  follows: 

12  "liability  on  termination  of  single-employer 

13  plans  under  multiple  controlled  groups". 

14  (C)  Annual  notification  to  substan- 

15  TIAL  EMPLOYERS. — Section  4066  (29  U.S.C. 

16  1366)  is  amended — 

17  (i)  by  striking  out  "each  plan  under 

18  which  contributions  are  made  by  more  than 

19  one  employer  (other  than  a  multiemployer 

20  plan)"  and  inserting  in  lieu  thereof  "each 

21  single-employer  plan  which  has  at  least  two 

22  contributing  sponsors  at  least  two  of  whom 

23  are  not  under  common  control"; 

24  (ii)   by  striking   out    "any  employer 

25  making  contributions  under  that  plan"  and 
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1  inserting  in  lieu  thereof  "any  contributing 

2  sponsor  of  the  plan  and 

3  (Hi)  by  striking  out  "that  he  is  a  sub- 

4  stantial  employer"  and  inserting  in  lieu 

5  thereof  "that  such  contributing  sponsor  com- 

6  prises  with  others  a  substantial  employer". 

7  (5)  Additional  amendments  relating  to 

8  recovery  of  amounts  of  liability. — 

9  (A)  Section  4067  (29   U.S.C.   1367)  is 

10  amended — 

11  (i)  by  striking  out  "employers"  and  in- 

12  serting  in  lieu  thereof  "contributing  sponsors 

13  and  members  of  their  controlled  groups  ";  and 

14  (ii)  by  inserting  "of  amounts  of  liability 

15  to  the  corporation  accruing  as  of  the  termina- 
ls tion  date"  after  "deferred  payment". 

17  (B)(i)  Section  4068  (29  U.S.C.  1368)  is 

18  amended — 

19  (I)  in  subsection  (a),  by  striking  out 

20  "employers"  the  first  place  it  appears  and 

21  inserting  in  lieu  thereof  "person",  by  strik- 

22  ing  out  "neglect  or  refuse"  and  inserting  in 

23  lieu  thereof  "neglects  or  refuses",  and  by 

24  striking  out  "employer  or  employers"  and  in- 

25  serting  in  lieu  thereof  "person"; 
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1  (II)  in  subsection  (d)(1),  by  striking 

2  out  "employer"  and  inserting  in  lieu  thereof 

3  ''liable  person"; 

4  (III)  in  subsection  (d)(2),  by  striking 

5  out  ''employer"  each  place  it  appears  and  in- 

6  serting  in  lieu  thereof  "liable  person";  and 

7  (IV)  in  subsection  (e),  by  striking  out 

8  "employer  or  employers"  and  inserting  in 

9  lieu  thereof  "liable  person". 

10  (ii)  Section  4068  is  further  amended  by 

11  striking    out    subsection    (c)(1)    (29  U.S.C. 

12  1368(c)(1))  and  inserting  in  lieu  thereof  the 

13  following: 

14  "(c)(1)  Except  as  otherwise  provided  under  this  section, 


15  the  priority  of  a  lien  imposed  under  subsection  (a)  shall  be 

16  determined  in  the  same  manner  as  under  section  6323  of  the 

17  Internal  Revenue  Code  of  1954  with  respect  to  liens  thereun- 

18  der.  Such  section  6323  shall  be  applied  for  purposes  of  this 

19  section  by  disregarding  subsection  (g)(4)  and  by  substitut- 
ed ing — 


21  "(A)  'lien  imposed  by  section  4068  of  the  Em- 

22  ployee  Retirement  Income  Security  Act  of  1974'  for 

23  'lien  imposed  by  section  6321 '  each  place  it  appears  in 

24  subsections  (a),  (b),  (c)(1),  (c)(4)(B),  (d),  (e),  and 

25  (h)(5); 
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1  ^'(B)  'the  corporation'  for  'the  Secretary'  in  suh- 

2  sections  (a)  and  (b)(9)(C); 

3  ''(C)  'the  payment  of  the  amount  on  which  the 

4  lien  is  based'  for  'the  collection  of  any  tax  under  this 

5  title'  in  subsection  (b)(3); 

6  "(D)  'a  person  whose  property  is  subject  to  the 

7  lien'    for    'the    taxpayer'    in    subsections  (b)(8), 

8  (c)(2)(A)(i)  (the  first  place  it  appears),  (c)(2)(A)(ii), 

9  (c)(2)(B),  (c)(4)(B),  and  (c)(4)(C)  (in  the  matter  pre- 

10  ceding  clause  (i)); 

11  "(E)  'such  person'  for  'the  taxpayer'  in  subsec- 

12  tions  (c)(2)(A)(i)  (the  second  place  it  appears)  and 

13  (c)(4)(C)(ii); 

14  "(F)  'payment  of  the  loan  value  of  the  amount  on 

15  which  the  lien  is  based  is  made  to  the  corporation '  for 

16  'satisfaction  of  a  levy  pursuant  to  section  6332(b)'  in 

17  subsection  (b)(9)(C); 

18  ''(G)  'section  4068  lien'  for  'tax  lien'  each  place 

19  it  appears  in  subsections  (c)(1),  (c)(2)(A),  (c)(2)(B), 

20  (c)(3)(B)(iii),  (c)(4)(B),  (d),  and  (h)(5);  and 

21  ''(H)  'the  date  on  which  the  lien  is  first  filed'  for 

22  'the  date  of  the  assessment  of  the  tax'  in  subsection 

23  (9)(3)(A).". 
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1  (b)  Clarification  of  Description  of  Certain 

2  Information  Required  To  Be  Filed  in  Annual 

3  Report. — 

4  (1)  In  general.— Section  103(d)(6)  (29  U.S.C. 

5  1023(d)(6))  is  amended  to  read  as  follows: 

6  "(6)  Information  required  in  regulations  of  the 

7  Pension  Benefit  Guaranty  Corporation  with  respect  to: 

8  ''(A)  the  current  value  of  the  assets  of  the 

9  plan, 

10  "(B)  the  present  value  of  all  nonforfeitable 

11  benefits  for  participants  and  beneficiaries  receiv- 

12  ing  payments  under  the  plan, 

13  "(C)  the  present  value  of  all  nonforfeitable 

14  benefits  for  all  other  participants  and  benefici- 

15  aries, 

16  "(D)  the  present  value  of  all  accrued  benefits 

17  which  are  not  nonforfeitable  (including  a  separate 

18  accounting  of  such  benefits  which  are  benefit  enti- 

19  tlements,  as  defined  in  section  4001(a)(16)),  and 

20  "(E)  the  actuarial  assumptions  and  tech- 

21  niques  used  in  determining  the  values  described 

22  in  subparagraphs  (A)  through  (D). 

23  (2)  Conforming      amendment. — Section 

24  104(a)(2)(A)  (29  U.S.C.  1024(a)(2)(A))  is  amended 

25  by  striking  out  the  second  sentence. 
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1  (3)  Transition  rules. — Any  regulations,  modi- 

2  fications,  or  waivers  which  have  been  issued  by  the 

3  Secretary  of  Labor  with  respect  to  section  103(d)(6)  of 

4  the  Employee  Retirement  Income  Security  Act  of  1974 

5  (as  in  effect  immediately  before  the  date  of  the  enact- 

6  ment  of  this  Act)  shall  remain  in  full  force  and  effect 

7  until  modified  by  any  regulations  with  respect  to  such 

8  section  103(d)(6)  prescribed  by  the  Pension  Benefit 

9  Guaranty  Corporation. 

10  (c)  Additional  Amendments. — 

11  (1)  Definitions  for  title  i. — Section  3  (29 

12  U.S.C.  1002)  is  amended— 

13  (A)  in  paragraph  (37) (A),  by  inserting  ''pen- 

14  sion"  before  "plan";  and 

15  (B)  by  adding  after  paragraph  (40)  the  fol- 

16  lowing  new  paragraph: 

17  ''(41)  The  term  'single-employer  plan'  means  any  pen- 

18  sion  plan  which  is  not  a  multiemployer  plan. 

19  (2)  Notice  of  request  for  waivers  of  min- 

20  imum  funding  standards  and  right  to  submit 

21  RELEVANT  INFORMATION. — Section  303  (29  U.S.C. 

22  1083)  is  amended — 

23  (A)  by  redesignating  subsection  (d)  as  sub- 

24  section  (e);  and 
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1  (B)  by  inserting  after  subsection  (c)  the  fol- 

2  lowing  new  subsection: 

3  ''(d)(1)  Before  granting  a  waiver  under  this  section,  the 


4  Secretary  shall  require  that  the  applicant  provide  evidence 

5  satisfactory  to  the  Secretary  that  the  applicant  has  notified 

6  the  Pension  Benefit  Guaranty  Corporation  and  each  employ- 

7  ee  who  would  qualify  as  an  interested  party  (within  the 

8  meaning  of  regulations  prescribed  under  section  7476(b)(1) 

9  of  the  Internal  Revenue  Code  of  1954  (relating  to  declaratory 

10  judgments  in  connection  with  the  qualification  of  certain  re- 

11  tirement  plans))  of  an  application  for  a  determination  under 

12  section  3001(a)  and  each  employee  organization  representing 

13  such  an  employee. 

14  ''(2)  After  granting  a  waiver  under  this  section,  the  Sec- 
lb  retary  may  (subject  to  section  306)  modify  the  terms  and 

16  conditions  under  which  the  waiver  was  granted  if  the  Secre- 

17  tary  determines  that  this  is  appropriate  taking  into  account 

18  all  the  facts  and  circumstances. 

19  '^(3)  The  Secretary  shall  consider  any  relevant  informa- 

20  tion  submitted  by  a  recipient  of  the  notification  described  in 

21  paragraph  (1)  relating  to  the  propriety  of  granting  the  waiver 

22  or  of  subsequently  modifying  the  terms  and  conditions 

23  thereof.''. 

24  (3)  Notice  of  request  for  extensions  of 

25  amortization  period  and  right  to  submit  rel- 
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1  EVANT   INFORMATION. — Section    304    (29  U.S.C. 

2  1084)  is  amended  by  adding  at  the  end  thereof  the  fol- 

3  lowing  new  subsection: 

4  ''(c)(1)  Before  granting  an  extension  under  this  section, 


5  the  Secretary  shall  require  that  the  applicant  provide  evi- 

6  dence  satisfactory  to  the  Secretary  that  the  applicant  has  no- 

7  tified  the  Pension  Benefit  Guaranty  Corporation  and  each 

8  employee  who  would  qualify  as  an  interested  party  (within 

9  the    meaning    of   regulations   prescribed    under  section 

10  7476(b)(1)  of  the  Internal  Revenue  Code  of  1954  (relating  to 

1 1  declaratory  judgments  in  connection  with  the  qualification  of 

12  certain  retirement  plans))  of  an  application  for  a  determina- 

13  tion  under  section  3001(a)  and  each  employee  organization 

14  representing  such  an  employee. 

15  "(2)  After  granting  an  extension  under  this  section,  the 

16  Secretary  may  (subject  to  section  306)  modify  the  terms  and 

17  conditions  under  which  the  extension  was  granted  if  the  Sec- 

18  retary  determines  that  this  is  appropriate  taking  into  account 

19  all  the  facts  and  circumstances. 

20  ''(3)  The  Secretary  shall  consider  any  relevant  informa- 

21  tion  submitted  by  a  recipient  of  the  notification  described  in 

22  paragraph  (1)  relating  to  the  propriety  of  granting  the  exten- 

23  sion  or  of  subsequently  modifying  the  terms  and  conditions 

24  thereof'. 
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1  (4)  Internal  revenue  code  amendments 

2  RELATING  TO   WAIVERS  AND  EXTENSIONS. — Subec- 

3  Hon  (f)  of  section  412  of  the  Internal  Revenue  Code  of 

4  1954  (as  amended  by  section  615)  is  further  amended 

5  by  adding  at  the  end  thereof  the  following  new  para- 

6  graph: 

7  "(4)  Additional  requirements. — 

8  "(A)  Advance  notice. — Before  granting  a 

9  waiver  under  subsection  (d)  or  an  extension  under 

10  subsection  (e),  the  Secretary  shall  require  that  the 

11  applicant  provide  evidence  satisfactory  to  the  Sec- 

12  retary  that  the  applicant  has  notified  the  Pension 

13  Benefit  Guaranty  Corporation  and  each  employee 

14  who  would  qualify  as  an  interested  party  (within 

15  the  meaning  of  regulations  prescribed  under  sec- 

16  tion  7476(b)(1)  of  the  Internal  Revenue  Code  of 

17  1954  (relating  to  declaratory  judgments  in  con- 

18  nection  with  the  qualification  of  certain  retirement 

19  plans))  of  an  application  for  a  determination 

20  under  section  3001(a)  of  the  Employee  Retire- 

21  ment  Income  Security  Act  of  1974  and  each 

22  employee    organization    representing    such  an 

23  employee. 

24  ''(B)    Subsequent  modifications  of 

25  terms   and    conditions. — After  granting  a 
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1  waiver  under  subsection  (d)  or  an  extension  under 

2  subsection  (e),  the  Secretary  may  (subject  to  para- 

3  graph  (3))  modify  the  terms  and  conditions  under 

4  which  the  waiver  or  extension  was  granted  if  the 

5  Secretary  determines   that   this   is  appropriate 

6  taking  into  account  all  the  facts  and  circum- 

7  stances. 

8  ''(C)  Consideration  of  relevant  in- 

9  FORMATION. — The  Secretary  shall  consider  any 

10  relevant  information  submitted  by  a  recipient  of 

11  the  notification  described  in  subparagraph  (A)  re- 

12  lating  to  the  propriety  of  granting  the  waiver  or 

13  extension  or  of  subsequently  modifying  the  terms 

14  and  conditions  thereof. 

15  (5)  Technical  correction. — Section  4003(f) 

16  (29  U.S.C.  1303(f))  is  amended,  in  the  first  sentence, 

17  by  striking  out  ''employee^'  and  inserting  in  lieu  there- 
in of  ''employer". 

19  (6)  Repeal  of  expired  authority. — Section 

20  4004  (29  U.S.C.  1304)  is  repealed. 

21  (7)  Voting  by  corporation  of  stock  paid 

22  AS  LIABILITY.— Section  4005  (29  U.S.C.  1305)  is 

23  amended  by  adding  at  the  end  thereof  the  following 

24  new  subsection: 
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1  ^^(g)  Any  stock  in  a  person  liable  to  the  corporation 

2  under  this  title  which  is  paid  to  the  corporation  by  such 

3  person  or  a  member  of  such  person 's  controlled  group  in  sat- 

4  isf action  of  such  person's  liability  under  this  title  may  be 

5  voted  only  by  the  custodial  trustees  or  outside  money  manag- 

6  ers  of  the  corporation. 


7  (8)  Treatment  of  plan. — Section  4021(b)  (29 

8  U.S.C.  1321(b))  is  amended— 

9  (A)  in  paragraph  (12),  by  striking  out  ''or" 

10  at  the  end  thereof; 

11  (B)   in  paragraph   (13),   by  striking  out 

12  "plan."  and  inserting  in  lieu  thereof  "plan;  or"; 

13  and 

14  (C)  by  adding  after  paragraph  (13)  the  f ol- 
id lowing  new  paragraph: 

16  "(14)  which  is  established  and  maintained  by  a 

17  corporation  established  by  Act  of  Congress  to  act  in 

18  matters  of  relief  under  the  Treaty  of  Geneva  of  August 

19  22,  1864. ". 

20  (9)  Effective  years.— Section  4022(b)(7)  (29 

21  U.S.C.  1322(b)(7))  is  amended  by  striking  out  Jol- 

22  lowing"  and  inserting  in  lieu  thereof  "beginning  with". 

23  (10)  Treatment  of  pre-retirement  survi- 

24  VOR  BENEFITS.— Section  4022  (29  U.S.C.  1322)  is 
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1  amended  by  adding  at  the  end  thereof  the  following 

2  new  subsection: 

3  "(d)  For  purposes  of  subsection  (a),  a  pre-retirement 


4  survivor  benefit  with  respect  to  a  participant  under  a  termi- 

5  nated  single-employer  plan  shall  not  be  treated  as  forfeitable 

6  solely  because  the  participant  has  not  died  as  of  the  termina- 

7  tion  date. 


8  (11)      Conforming     amendment. — Section 

9  4042(d)(3)  (29  U.S.C.  1342(d)(3))  is  amended  by 

10  striking  out  "same  duties  as  a  trustee  appointed  under 

11  section  47  of  the  Bankruptcy  Act"  and  inserting  in 

12  lieu  thereof  "same  duties  as  those  of  a  trustee  under 

13  section  704  of  title  11,  United  States  Code". 

14  (12)       Clerical  corrections. — Section 

15  4044(a)(4)  (29  U.S.C  1344(a)(4)(A))  is  amended— 

16  (A)  in  subparagraph  (A),  by  striking  out 

17  "section  4022(b)(5)"  and  inserting  in  lieu  thereof 

18  "section  4022B (a)";  and 

19  (B)  in  subparagraph  (B),  by  striking  out 

20  "section  4022(b)(6)"  and  inserting  in  lieu  thereof 

21  "section  4022(b)(5)". 

22  (13)  Treatment  of  lien.— Section  4068(c)(2) 

23  (29  U.S.C.  1368(c)(2))  is  amended  to  read  as  follows: 

24  "(2)  In  any  case  under  title  11,  United  States  Code, 


25  any  lien  imposed  under  subsection  (a)  and  perfected  within 
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1  the  meaning  of  section  545(2)  of  such  title  shall  he  treated  as 

2  securing  an  allowed  claim  under  section  506  of  such  title, 

3  subject  only  to  the  limitations  imposed  by  section  6323  of  the 

4  Internal  Revenue  Code  of  1954.  Any  claim  for  the  unpaid 

5  amount  of  liability  under  section  4062,  4063,  or  4064  for 

6  which  a  lien  has  not  been  perfected  shall  be  treated  in  the 

7  same  manner  as  a  claim  for  a  tax  on  income  having  priority 

8  under  section  507(a)(6)  of  such  title.  In  the  case  of  any  insol- 

9  vency  proceeding  (other  than  a  case  under  such  title  11),  any 

10  lien  imposed  under  subsection  (a)  shall  be  treated,  for  pur- 

11  poses  of  section  3713  of  title  31,  United  States  Code,  in  the 

12  same  manner  as  a  lien  securing  a  debt  due  and  owing  to  the 

13  United  States  to  which  such  section  applies. 


14  (14)  Release  of  lien. — Section  4068(e)  (29 

15  U.S.C.  1368(e))  is  amended  by  striking  out  with 

16  the  consent  of  the  board  of  directors, ". 

17  (d)  Amendments  to  the  Table  of  Contents  of 

18  ERISA. — ITie  table  of  contents  in  section  1  is  amended — 

19  (1)  by  striking  out  the  item  relating  to  section 

20  4004; 

21  (2)  by  striking  out  the  item  relating  to  section 

22  4042  and  inserting  in  lieu  thereof  the  following  new 

23  item: 

"Sec.  4042.  Institution  of  termination  proceedings  by  the  corporation. "; 

24  (3)  by  inserting  after  the  item  relating  to  section 

25  4048  the  following  new  item: 
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"Sec.  4049.  Distribution  to  participants  and  beneficiaries  of  liability  payments  to 
section  4049  trustee. "; 

and 

1  (4)  by  striking  out  the  items  relating  to  subtitle  D 

2  of  title  IV  and  inserting  in  lieu  thereof  the  following 

3  new  items: 


"Subtitle  D — Obligations  of  the  Corporation;  Liability  of  Employers  and  Other 

Persons 

"Sec.  4061.  Amounts  payable  by  the  corporation. 

"Sec.  4062.  Liability  for  termination  of  single-employer  plans  under  a  distress  ter- 
mination or  a  termination  by  the  corporation. 

"Sec.  4063.  Liability  of  substantial  employer  for  withdrawal  from  single-employer 
plans  under  multiple  controlled  groups. 

"Sec.  4064.  Liability  on  termination  of  single-employer  plans  under  multiple  con- 
trolled groups. 

"Sec.  4065.  Annual  report  uf  plan  administrator. 

"Sec.  4066.  Annual  notification  of  substantial  employers. 

"Sec.  4067.  Recovery  of  employer  liability  for  plan  termination. 

"Sec.  4068.  Lien  for  liability  of  employer. 

"Sec.  4069.  Treatment  of  transactions  to  evade  liability;  effect  of  corporate  reorga- 
nization. 

"Sec.  4070.  Additional  enforcement  authority  relating  to  terminations  of  single-em- 
ployer plans. ". 

4  SEC.  61 7.  EFFECTIVE  DA  TE  OF  TITLE. 

5  (a)  In  General. — Except  as  otherwise  provided  in 

6  this  title,  the  provisions  of  this  title  shall  take  effect  on  the 

7  date  of  enactment  of  this  Act. 

8  (b)  Transitional  Rule. — //  a  single-employer  plan 

9  which  has  not  terminated  under  title  IV  of  the  Employee 

10  Retirement  Income  Security  Act  of  1974  fails  to  meet  the 

11  requirements  for  qualification  under  section  401(a)  of  the  In- 

12  temal  Revenue  Code  of  1954  solely  by  reason  of  the  amend- 

13  ments  made  by  this  title  but  is  administered  in  a  manner 

14  which  meets  such  requirements,  such  plan  need  not  be 

15  amended  to  meet  such  requirements  until  the  earlier  of — 

•HR  3128  RH 


ens  LIBRRRV 


3  ams  □ooD^^□l  7 

264 

1  (1)  the  date  on  which  such  plan  is  first  amended 

2  after  the  date  of  the  enactment  of  this  Act,  or 

3  (2)  the  beginning  of  the  first  plan  year  beginning 

4  after  December  31,  1989. 
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